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Editorial Comment 
In this issue we give a brief account of 
Thirty-Fifth the thirty-fifth annual meeting of the 
Annual Meeting Dominion Association held in Vancouver 


during August, and shall publish in the 
Year Book to be distributed to members later this month 
the reports of the several committees of the Association 
and other information of general interest. 

The many favourable expressions of opinion by mem- 
bers on the amount of business transacted at this year’s 
convention and on the numerous matters of professional 
interest discussed are, we think, significant. They are evi- 
dence not only of the increasing interest of members but also 
an acknowledgment of progress. The important by-product 
is that such opinions and the expressions of appreciation 
voiced at the meeting suggest to the Executive Committee 
and the Council that their efforts in behalf of the profession 
are bringing acknowledged results. 

Members will read with interest the fine address of the 
President in which he gave a survey of the progress of the 
Association during the year. In his reference to the wealth 
of knowledge on business affairs which is being accumu- 
lated by the chartered accountant in his professional prac- 
tice, Mr. Winter has stressed something of very great im- 
portance. It is becoming recognized that the accountant 
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above all others has at hand all the information and the 
statistics with which to make exhaustive studies of and 
researches into numerous phases of industrial life. As one 
newspaper editor describes it, the members of our profession 
are in a strategic position to give an intelligible picture of 
economic conditions, and for that very reason are equipped 
to give leadership in public life. There are, of course, nu- 
merous avenues for useful public service and one often men- 
tioned is that of a representative in provincial and Dominion 
parliaments. Before the chartered accountant can truly 
serve as a member of a government, it appears to us that 
a change will have to come in some of the rules of political 
parties, particularly in that which requires a member to 
support a policy of the party even against his better judg- 
ment. His greatest usefulness will probably become ap- 
parent when as head of a department or departments of 
administration he is permitted to have a free hand. Given 
such freedom he would be able to visualize the departments 
of all governments of this country as units of efficiency— 
departments which would become patterned after the in- 
dustrial corporation which, while paying due regard to those 


employed therein and the conditions under which they work, 
demands that efficiency be present to the end that those 
in control of the corporation shall not be found wanting 
when called upon annually to render an account of their 
stewardship. 


One subject in which members are at all 
Educating times concerned is the education of the 
Our Students students of the profession. No doubt the 

widening professional duties of our members 
in recent years and the vision of still larger responsibilities 
in the future have provoked our provincial Institutes to 
make a very serious study of the needs of the students 
in chartered accountants’ offices. Mr. Mapp’s paper brought 
fresh thoughts on the subject and is published this month. 
We shall not dwell on the matters of his address which 
were discussed in so admirable a style except to mention 
two points that we, too, have always regarded as significant 
in the training and development of the young men of our 
profession. The first is that any educational program for 
students should be designed not as a means for coaching 
for examinations but rather, as Mr. Mapp expressed it, 
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“as education for the practice of a profession with large 
and increasing legal and moral responsibilities.” As a re- 
sult of the discussions on his address, the annual meeting 
asked the Executive Committee of the Association to give 
consideration to a curriculum of subjects for the education 
of the students of our profession. At present each provin- 
cial Institute has its own educational program for the 
student during his period of apprenticeship, and this recom- 
mendation expresses the desire and hope of the profession 
for a standardized syllabus of education in Canada. In 
other words, the student’s term of service and his educa- 
tion are considered to be of primary importance; the passing 
of examinations is a secondary matter. 


The other point arising out of Mr. 
Development of Mapp’s address which we wish to men- 
Younger Members tion is that the older members of the 

profession should to a greater degree 
be counsellors and friends to the young members. This 
was stressed by more than one speaker at this year’s meet- 
ing. Throughout the years in which we have endeavoured, 
with some success we hope, to help young men into posi- 
tions for which they were adapted, one of the first ques- 
tions we have found ourselves asking the applicant is, 
“What have you been doing by way of further study or 
mental effort to prepare yourself for the position ahead?” 
Invariably we have found that the young graduate who in 
his spare time has continued to keep himself mentally and 
physically fit is not difficult to place. Such a person has 
used the precious moments of freedom as opportunities for 
improvement; in consequence, instead of his looking for a 
position, the position oftentimes is seeking him. 

To the older members, then, may we say that if on 
your staff there is an ambitious young graduate engaged 
on some particular study, give him a word of encourage- 
ment and guidance which when offered at the opportune 
moment may mean much to him and may bring benefits to 
the profession that perhaps at the time cannot be even 
faintly measured. To the young men in chartered account- 
ants’ offices, may we also say: make a confidant of your 
principal and seek his help and direction, for you will find 
him sympathetic and, we are sure, a source of encourage- 
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ment in your work and an inspiration in all your under- 
takings. 


Three thousand years ago one of the wisest 
Our Prairie kings of his day observed that “Hope de- 
Provinces ferred maketh the heart sick,” but added 

that “when desire cometh it is a tree of 
life.” Parts of Canada today indeed have reason to be 
sick at heart. On the way to and from our annual meet- 
ing in Vancouver we had the opportunity of stopping off 
at a number of cities in the prairie provinces. What im- 
pressed us most, apart from the sad plight of dried-out 
areas, was the spirit of hope everywhere manifest and the 
faith that what was happening was temporary and that the 
turning was not far distant. This is the spirit that has 
an abiding place in our prairie provinces. One cannot live 
in the West for a decade or more, as we have, and not 
recognize it on return visits. This year when the drought 
seemed to have wrought greater havoc than on any previous 
occasion we could not help recalling those lines of Alex- 
ander Pope in his Essay on Man: 


What future bliss He gives not thee to know, 
But gives that hope to be thy blessing now. 
Hope springs eternal in the human breast, 
Man never is but always to be blest. 


In the few short years since their set- 
Natural Wealth tlement our prairie provinces have made 
of Saskatchewan large contributions to the economic life 

of Canada and the Empire. Mr. Nichols’ 
address to our last annual meeting published this month 
refers to the responsibilities of the rest of Canada at this 
time. The spirit of humanity, he says, calls upon us and 
the promptings of good business direct us to come to their 
rescue. His suggestions will, we are sure, appeal to Cana- 
dians in the more prosperous parts of our country. The 
Canadian Chamber of Commerce, of which one of our es- 
teemed members Mr. George C. McDonald is President, with 
considerable care has been endeavouring to become informed 
on the present prospects and needs and the future possi- 
bilities of the drought areas of Saskatchewan and Alberta. 
Prior to its annual meeting in Vancouver in September, 
committees made trips by train and automobile to view 
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conditions in the stricken areas and to talk with the settlers 
and businessmen in these communities. In this way the 
Canadian Chamber of Commerce, comprising as it does 
a body of the keenest business men of Canada, has been 
acquainting itself “with the problems, and with the reactions 
of practical men, of agriculturists and of experts to various 
proposals being made for immediate assistance and for long- 
time help.” 

At the same time it should be borne in mind that the 
West is not looking for charity. The prairie provinces are 
rich in natural resources and this fact is brought forcefully 
to our attention in Mr. Kynch’s description in this issue 
of the boundless sources of wealth in Saskatchewan and 
the incalculable riches that await those prepared to exploit 
her great resources. In the opinion of many whom we 
met there one of the most beneficial services which our 
Dominion government can render to a province like Sas- 
katchewan is the dissemination of particulars in Great 
Britain and elsewhere regarding the immense undeveloped 
wealth in this province, thereby arousing the interest of 
investors to the degree that they will release some of the 
funds which are seeking profitable investment with some 
assurance of safety of principal. 


In our February issue a review was given 
Case of Alleged of the judgment at the trial in the case of 
Negligence Leech v. Stokes Bros. G Pim. The Supreme 
Court of the Irish Free State dismissed 
the appeal of the unsuccessful plaintiff and we are indebted 
to The Incorporated Accountants’ Journal (London) for the 
text in its August issue of the judgment on appeal. 
Briefly stated, the plaintiff is a solicitor and his action 
was brought against the defendants, who are chartered ac- 
countants, for damages due to alleged negligence. The de- 
fendants had been asked to prepare a profit and loss state- 
ment for the plaintiff’s firm for use by one of the partners 
in preparing his own income tax return, and had done so 
for several years. No balance sheet was prepared and the 
statements were compiled from figures supplied to the 
defendants and purporting to be receipts and disbursements. 
During the years in question a confidential clerk had been 
continually embezzling firm moneys by the simple process 
of issuing receipts for the actual amounts received but 
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crediting the firm with only part. The trial judge and 
Appellate Court dismissed the action holding that no negli- 
gence had been proven. It was admitted that had a bal- 
ance sheet been prepared the frauds would have been im- 
mediately revealed and, hence, stopped, but the Court was 
satisfied that the accountants had done all they had been 
called on to do. The data on which to prepare a balance 
sheet was, in any event, not available due to lack of proper 
books and the solicitor who instructed the accountants was 
held to have relieved them of any obligation to question 
the completeness and accuracy of the statements of re- 
ceipts and disbursements as supplied to them. The re- 
marks of the Chief Justice were concurred in by three 
other judges. One other judge, Mr. Justice Meredith, came 
hesitatingly to the same conclusion. He stressed the danger 
of allowing friendly and personal conversation and com- 
munication to govern purely business instructions. He 
thought, too, when accountants were instructed to prepare 
and certify an account of a well-defined character such as 
a profit and loss account, that if they relied upon any 
addition to the instructions limiting their duty in a special 
manner and lessening their ordinary responsibilities, they 
should take the utmost care to see that their instructions 
were perfectly clear and definite in respect of those limi- 
tations, and clear in point of significance to persons who, 
not familiar with the deeper matters of accountancy, come 
to them as experts in the subject and who put themselves 
in their hands. His doubts, however, were resolved for 
him by the finding of the trial judge that the plaintiff’s 
firm got all that they bargained for and that the plaintiff 
was in no way misled. 
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PRESIDENT’S ADDRESS* 


Members of 
The Dominion Association of Chartered Accountants: 


cr IS with much pleasure that I welcome you to the thirty- 

fifth annual meeting of The Dominion Association of 
Chartered Accountants. I am sure that the results of our 
deliberations and our social contacts will all be of benefit 
and profit to us individually, and prove to be of value to our 
Association by adding to our knowledge of its problems and 
increasing our interest in its growth, development and 
responsibilities. 

I desire also to express sincerest greetings to our guests, 
the representatives of other Accounting Societies: E. H. 
Wagner, C.P.A., Vice-President and representative of the 
American Institute of Accountants; James M. McConahey, 
C.P.A., representing the Washington Society of Certified 
Public Accountants; and two of our own members, W. S. 
Buttar, F.C.A., and Frank Richardson, A.S.A.A., C.A., rep- 
resenting respectively the Chartered Accountants of Scot- 
land and the Society of Incorporated Accountants and Audi- 
tors of Great Britain. I invite our guests most cordially 
to take part with us in all the various items on our pro- 
gramme. 


Many matters of importance to our Association have 
been considered during the past year by your Executive, 
and by other and special committees. You will have full 
reports submitted to you for your information and approval, 
and I am satisfied we can rely upon your understanding 
and good counsel in reaching wise decisions that will ma- 
terially assist our Association in extending its activities 
into many new avenues of usefulness. 

While the reports of these committees undoubtedly will 
be received with great interest by all the members, they will 
not, even in a moderate degree, indicate the amount of time 
freely given throughout the year by these committees in 
the interests of our profession, or of the careful thought 
which they have devoted to the problems entrusted to them. 
I am sure I am expressing your wishes when I extend to 


*Address delivered by George E. Winter, F.C.A., President of The 
Dominion Association of Chartered Accountants, at the Thirty-Fifth 
Annual Meeting, Vancouver, B.C., 18th August 1937. 
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the members of all committees your sincere appreciation 
of the contribution which they have made and of the man- 
ner in which they discharged the responsibilities that we 
placed upon them a year ago. 

I thank Mr. Carr, our Secretary, for his ever courteous 
help and assistance throughout the past year, and his un- 
tiring and earnest attention to the affairs of our Associa- 
tion. It would be a mistake to conclude that the work of 
our Secretary is of a routine character, for many new mat- 
ters are presented day by day, and it would be difficult 
to outline the extent and variety of his activities in extend- 
ing the influence and services of the Chartered Accountants 
throughout the Dominion of Canada. 

During the past year I have had the pleasure of meet- 
ing members of a number of our Constituent Societies in 
various parts of the country. Following the meeting of our 
Executive Committee in February, I attended the Ontario 
Institute mid-winter banquet in Toronto, which was as usual 
most interesting and entertaining, and a few days later 
met the Council of the Quebec Society at luncheon in Mont- 
real. In May, Mrs. Winter and I visited Calgary, Regina, 
Winnipeg, Saskatoon and Edmonton. Very happy arrange- 
ments had been made in each city for our entertainment and 
enjoyment, and opportunities were given to me of meeting 
and discussing our Association problems with the members 
resident in those cities. I regret that it was impossible 
for me to visit the Institutes of New Brunswick, Nova Scotia 
and Prince Edward Island, but our Vice-President, Mr. 
Nightingale, and our Secretary have made plans to visit 
these Institutes early in October. 

I had as your representative the privilege and honour 
of attending the annual meeting of the American Institute 
of Accountants at Dallas, Texas, in October 1936. This 
was an interesting and historic occasion, being the meet- 
ing at which merger plans were perfected between the 
American Institute of Accountants and the American So- 
ciety of Certified Public Accountants. The cordial friend- 
ship between the American Institute of Accountants and 
our own Association has been established for a long time, 
and the warmth of the welcome extended to me and to 
Mrs. Winter would clearly indicate that the growth of 
friendship between the two bodies is thoroughly assured. 
In May I had the pleasure of attending a banquet in Seattle, 
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tendered by the Washington Society of Certified Public Ac- 
countants to Mr. Carey, the Secretary of the American In- 
stitute of Accountants. 

At our last annual meeting provision was made for the 
appointment of a committee to revise our by-laws. This 
committee after reviewing the by-laws decided to recom- 
mend a general revision in an endeavour to meet the changes 
that have and are taking place in the development of our 
organization. We feel assured that the recommendations 
of your Council in this matter will receive sympathetic and 
liberal attention. 

During my recent visit to the Western Institutes I was 


impressed by the earnest and thoughtful interest shown . 


in all our discussions concerning the education and training 
of our students. I was extremely pleased therefore when 
I learned that Mr. Mapp of Toronto was to deliver to this 
meeting a paper on “Educating our Students—What is our 
Responsibility?” The education of our students and the 
standards of our examinations are particularly vital ques- 
tions. The growth and future success of our profession 
will depend to a considerable degree upon how we presently 
meet these problems. It is well recognized that the pro- 
fession has much higher standards of qualification now than 
were adequate for success some years ago, and we must 
do what we can to develop in our students a realization of 
a broader view of their work and of their opportunities. 
They must do more intelligent and deeper thinking than 
has sufficed the profession in the past, and they must be 
willing if our profession is to develop and grow and hold 
its place to give generously of their services to assist in 
its advancement. 

Mr. Mapp’s paper will give us much food for thought, 
and I would strongly urge that arrangements be made for 
a report to be prepared for submission to our next annual 
meeting, setting out fully what is being done by each Con- 
stituent Society in respect to the education and training 
of its students. This report should cover the requirements 
before registration, the regulations affecting and facilities 
offered the student during his term of articles or period of 
training, the cost to the student and to the Institute, and 
all matters incident to this question. We would then all 
have a complete picture of what is being done in each 
province. It will be noted that in their annual reports many 
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of the Constitutent Societies have made references to the 
activities of their Student Associations. It is interesting 
to learn that Ontario reports that the Board of Instruction 
accepted through five other provincial institutes applica- 
tions from 37 students for instructions in the courses of 
the Institute. This appears to be a near approach to stan- 
dardized training of our students. Could we not go a step 
further and have some portion of our final examination 
papers set by a Dominion Association committee? I realize 
it may be argued that such a step towards uniformity 
in examinations is exceedingly difficult, because of exist- 
ing arrangements made by our Institutes. If such a plan 
could be formulated it might be a beginning, and gradually 
a way could be found to add additional papers, thus eventu- 
ally leading towards one standard for our students in all 
Institutes. 

In almost every field of human activity research is being 
conducted, and as a body of professional accountants we 
should endeavour to make some contribution to the advance- 
ment and development of the science of accounting. The 
suggested new by-laws set out as one of the Association’s 
objects: 

To promote means of, and provide facilities for research into 
the history and the development of accounting generally, and in 
particular to consider to what extent and in what respect economic 
and social changes, legislation, and legal decisions have affected 
or may affect the development of methods of accounting, and from 
time to time to examine the position of accounting theory and 
practice. 

I would recommend that a Research Committee be ap- 
pointed and instructed to proceed under the provisions of 
the above by-law, and to report from time to time the result 
of their investigations. The committee might also be em- 
powered to co-operate with committees of other accounting 
bodies having similar instructions and aims. As there 
seems to be an opinion abroad that our present forms of 
accounts are not as satisfactory as they might be, the meth- 
ods of presentation of financial statements could be care- 
fully studied and re-examined by such a committee. I am 
satisfied that valuable data would be secured enabling us 
to participate to a much greater degree in the many con- 
tributions being made towards the development and im- 
provement of the affairs of the business world. 
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In line with research work which I have mentioned, but 
not conflicting with it, is an endeavour to build up what 
might be called a common accounting language. It has 
been considered extremely desirable that we agree upon 
the uses and meanings of accounting words and phrases, 
and our Terminology Committee is to be congratulated upon 
the excellent progress it has already made towards this 
end. We shall watch with great interest the growth of a 
Canadian Accountants’ Dictionary which the Committee is 
gradually compiling. 

After the experience of two years on the Executive Com- 
mittee, the latter year as your President, I am satisfied that 
our Association which has become an active and live or- 
ganization will be not only of increasing usefulness to its 
members in the growth and development of our profession 
in Canada but will also continue to make larger contribu- 
tions to the maintenance and development of sound prin- 
ciples in industry and finance. 

The establishment of a permanent secretariat, together 
with the active participation of the Executive Committee 
in the affairs of the Association throughout the year, has 
given impetus to the above development. Many new fields 
of endeavour have been ventured upon, information of in- 
estimable value to the practitioner in his daily engagements 
has been disseminated, and there is in the minds of our 
members the growing assurance that any suggestions for 
the advancement of the profession are not overlooked or 
forgotten by the Executive Committee but are given the 
consideration they deserve. Perhaps of still greater im- 
portance is the general acknowledgment that our profession 
is a national one—that while provincial institutes have 
problems which demand solutions by local governing bodies, 
there are questions of professional policy which extend 
beyond provincial boundaries and require the thoughtful 
consideration of the whole membership of the Association. 
There has developed, then, a better understanding between 
Institutes and between the great body of members from 
coast to coast—an understanding which it is hoped will 
culminate at a not too distant time in that looked-for accom- 
plishment, namely a complete uniformity of standards 
throughout the Dominion. 
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The mention of the secretariat of our Association and 
the service which we have been receiving since its establish- 
ment prompts me to make further reference to it. 


Those of you who were present at the annual meeting 
of our Association at Vancouver eight years ago will re- 
call the suggestion made at that time to establish for our 
Association a permanent secretariat. The proposals made 
in 1929 were offered at the proper psychological moment 
to secure endorsement and support. The apparent prosper- 
ous times which were then thought by most of us as likely 
to continue encouraged the acceptance of those suggestions 
for expansion of the work of the Association, which it is 
more than likely would have received scant, if any, support 
a few years later. Every member today regards with sat- 
isfaction the forward step taken at that time. 


Since March 1931 our Association has been accepting 
the kind offer of the Ontario Institute to use part of its 
premises as an office. This accommodation so generously 
given has been greatly appreciated. At times our use of 
these premises must have meant some inconvenience to the 
Institute, yet we have always been accorded the greatest 
courtesy and received the heartiest co-operation of the of- 
ficers and all connected with the Ontario Institute. The 
question now arises as to whether our Association should 
continue to accept this hospitality or make arrangements 
for its own premises. Your Council has a recommendation 
to make in respect of this matter. 

The extent and variety of the communications which 
come daily to the Secretary’s office, not only from Canada 
but from foreign countries as well, are evidence that our 
Association is becoming widely known. A contributing 
factor to this publicity no doubt is the number of refer- 
ences in the accounting publications of other countries to 
the articles appearing in THe CANADIAN CHARTERED AC- 
COUNTANT, and to other publications of our Association. 
In this latter category we may mention the Summary of 
Provincial Taxation, and the off-prints of several articles 
which have appeared in our magazine, copies of which are 
in considerable demand. 

Many enquiries are received from our members and 
from other subscribers regarding references of particular 
industries and accounting systems, and other matters about 
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which an accountant is concerned. Such enquiries must be 
given careful consideration, and not a little time must be 
spent by our Secretary in the Library of the Ontario In- 
stitute to furnish the enquirer with information which will 
be of benefit to him. In this connection I think it should 
be one of our plans for the future, when the Association 
is in premises of its own, to endeavour to develop a library 
that will supplement the references now available in the 
Ontario Institute library. 

Another way in which our Secretary has been able to 
add to the usefulness of our Association is in aiding a 
number of young graduates to secure positions. It is en- 
couraging to note that during the past year, more than 
at any previous time, industrial firms have been placing 
advertisements in our magazine for chartered accountants 
with special qualifications. While our secretariat cannot 
promise to secure any position for members seeking new 
posts, we can nevertheless help to put them in contact with 
those who need them. This is a service which we should 
render as far as we are able. 

It is recognized that there is need for clarification in 
the ordinary business man’s mind as to what Balance Sheets 
and Financial Statements represent, and he and the public 
generally do not always understand the viewpoint of our 
members on these and other business and economic prob- 
lems. A clause appearing some time ago in a newspaper 
editorial serves to illustrate my point:— 


In the growing compilation of our economic affairs it is the 
Accountant who is in a position to give us an intelligible picture. 
We need throughout the country more and better accounting, 
better reports on accounting, and a public educated to understand 
these reports. No one has thought of the Accountant as a Moses, 
but it may be he who will lead us out of the wilderness yet. 


The wealth of knowledge which is accumulated in a life 
practice must necessarily fit those who follow the profession 
to be a great benefit to the public in the community in 
which they reside, and if the professional element be strong 
within them their usefulness will be correspondingly in- 
creased. By keeping our ideals high and attempting to 
measure up to them, we can prove that this profession must 
be regarded as a factor in the advancement of our com- 
munity interests. 
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Tue CANADIAN CHARTERED ACCOUNTANT is without doubt 
an educational medium of lasting benefit to members, 
students and the public. Under the direction of the Mag- 
azine Committee, and our Secretary as Editor, it has grown 
and developed into a splendid professional and business 
periodical, and is recognized as one of the best of its kind 
issued. It is assisting greatly in the formation of favour- 
able public opinion concerning the chartered accountant 
and his work. While it has been called the mouthpiece of 
the profession, we have as subscribers, and let us hope 
regular readers, many prominent executives and officials 
in all parts of Canada, thus illustrating the increasing re- 
gard in which it is held by those outside our membership. 
The assured success attained in the publication of our 
magazine is most gratifying, and our constant aim should 
be to widen the benefits which it attempts to dispense, 
and to enhance the esteem with which it can be held by the 
public. The monthly issue calls for a great amount of 
earnest thought and conscientious effort in the Editor’s 
office, and any assistance which can be given by our In- 
stitutes is earnestly solicited. I think I am right in saying 
that we are all convinced that the contribution which 
THE CANADIAN CHARTERED ACCOUNTANT can make to the 
growth and influence of the profession is immeasurable. 

Within the past three or four years we have developed 
a tax information service which has proved of very great 
benefit to our members from one end of Canada to the 
other. Due to the increased number of Dominion and 
Provincial tax statutes in recent years, the chartered ac- 
countant has experienced a considerable demand from the 
taxpayer for his advice and services. Our Association will 
continue to give help to its members in this direction and 
to enlarge the service where possible. 

However excellent our progress or however encouraging 
it may appear, we should not rest satisfied, or we may find 
ourselves assuming such an attitude of complacency as will 
inevitably lead to slow decay and dwindling usefulness, but 
we should be ever alert to accept and adopt ambitious plans 
and pursue energetic policies. We have often been reminded 
that one cannot stand still and retain his position. If we 
are not keeping up with the march of progress others with 
broader vision and more vigorous policies will take our 
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places. With unity and co-operation our Association can 
continue to grow in usefulness. Means must be found to 
meet and conquer changing conditions, to take advantage 
of all opportunities, and thus to pass on to our successors 
a growing, strong, compact and energetic organization. 


EDUCATING OUR STUDENTS — WHAT IS OUR 
RESPONSIBILITY ?* 


By Kris A. Mapp, F.C.A., Toronto, Ontario 


ON a beautiful Sunday morning in the early part of 
~~ June of this year I happened to be in England. Those 
of you who know England will not deny the beauty that 
is peculiar to that country in the spring and early summer. 
On this particular Sunday morning that I speak of, I was 
sitting in the garden. Certainly my thoughts were not 
dwelling on conventions, nor on chartered accountants, nor, 
for that matter, on business of any kind, but rather was 
I enjoying the early morning sunshine, drinking in the 
beauty of the flowers—the rhododendrons, the early sum- 
mer roses, the peonies, the wall flowers, the laburnum— 
listening to the song of the birds and hearing faintly from 
the distance the call of the cuckoo. And in the midst of 
this entrancing scene I was called to the telephone. On 
answering I received the following cable from Toronto: 
“Will you give a paper at the Dominion Convention in 
August (signed) Shepard.” Mr. Shepard and I have been 
friends for many years but I must confess to friendship 
coming close to breaking point that lovely summer day. 
However, I cabled back “Yes” and so I am here this morn- 
ing to talk to you for a little while on the subject of edu- 
cation. 

“Educating our students—what is our responsibility ?” 
If one is to explore any subject and arrive at definite 
conclusions, one must of necessity ask questions, and I ven- 
ture to say if I were to put the question “What is Educa- 
tion?” to this enlightened audience, vitally interested as it 
is in education and particularly in its relationship to our 
students, doubtless I would receive many divergent answers. 





*An address delivered at the Thirty-Fifth Annual Meeting of The 
Dominion Association of Chartered Accountants held at Vancouver, 
British Columbia, August 16th to 19th, 1937. 
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You will agree with me, I know, when I say that edu- 
cational work of any kind involves some acknowledgment 
of an aim, some plan of action, some judgment as to the 
means to be employed. May I therefore be permitted to 
dwell for a short time firstly, on the prospective student, 
secondly on what I shall term some phases of practical edu- 
cation, then on academic or technical education, and closing 
with a few thoughts on the reaction of our students to what 
is being done in their behalf. 

I think we must all confess to difficulty in selecting young 
men suitable for our profession. This is not unnatural, 
for those who come to us seeking employment differ so 
greatly in temperament, character, intelligence and person- 
ality. But if we are to retain and improve the status of 
our profession, then must we exercise still greater care 
in the selection of our candidates. This, in part, can be 
accomplished, I believe, in educating ourselves to become 
better judges of general ability, character and personality, 
and placing greater importance on educational standards 
required to qualify for training and on previous educational 
performance. Of course, this will not overcome all our dif- 
ficulties and we shall possibly always have the problem of 
students who prove disappointing, even though they com- 
mence under most auspicious circumstances and conditions. 
This may be on account of lack of interest, lack of adapt- 
ability, or it is conceivable that the fault may rest not 
with the student but rather with the employer. I think 
possibly some of us have assumed the responsibility of 
attempting to train too many students concurrently and I 
notice with satisfaction the tendency to restriction in the 
number of students that may be registered with a char- 
tered accountant. But whatever the cause, do we do what 
we should to correct it? Do we face the issue or do we 
allow some students to continue year after year attempting 
to qualify for something for which they are eminently un- 
fitted? I appreciate it is a delicate problem but we must 
remember that the student of today is the chartered ac- 
countant of tomorrow and, as such, he will play his part 
in influencing the public to either give or withhold its con- 
fidence, its respect, its stamp of approval. I believe, then, 
the first essential in our policy of education is to satisfy 
ourselves that we are choosing the right type of young men 
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to be educated, for as much depends on the human material 
we attempt to shape as on the devices through which we 
attempt to do the shaping. 

Now, what of practical education? For a term of five 
years or more we have under our direct control and in- 
fluence young men who are striving for a definite objective. 
During that period at least our students are seeking after 
knowledge and during that period, whether we admit it or 
not, we assume the role of teachers. We, by hypothesis, 
know the facts better than our students and our business 
is, therefore, to help them to share our knowledge or, if 
possible, to improve upon it. I do not intend to dwell longer 
on this phase, as I believe here we can lay claim to a reason- 
able measure of success. 

Let me then approach the question of education as the 
training of personality, for no matter how clever a man 
may be, no matter how much knowledge he has possessed 
himself of, this may be in large measure negated because 
of weakness of personality. Personality is an outward mani- 
festation of something that grows from within. It does 
not of necessity mean the possession of additional facul- 
ties which are denied other people, but rather the possession 
and development of those powers in a manner that is dif- 
ferent from the majority of people. Do we, as a matter 
of fact, train our students as individual persons? If, on 
the other hand, we think of them as cogs in a wheel, if 
we regard them as essentially inferior to ourselves, we shall 
inevitably attempt to mould them solely according to our 
own ideas. We shall try to make them treat our standards 
of knowledge as unconditionally binding. But if we do so, 
we shall hinder and not help their progress towards true 
personality, for they will not be achieving value for them- 
selves. Authority and discipline are necessary, I know, but 
they must always be means to the attainment of a higher 
end. I am sure we have all come in contact with students 
who have an insatiable thirst for acquiring knowledge and 
who fail to make proper use of it after it is acquired. And 
so it behooves us to educate them in the social aspects of 
intelligent life—in communication with others, in self ex- 
pression, in the interchange of ideas, in conversation, in 
writing—in other words, developing their individualism 
and personality. 
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There is another aspect of student training, that of the 
development of sound judgment. Proficiency in accounting 
work is largely a matter of experience and judgment; the 
underlying theory of the science is not particularly pro- 
found. The test comes when we attempt to apply the gen- 
eral fundamentals to the infinitely varied and complex situa- 
tions found in the world of commerce. Factual information 
and accuracy in its procurement are essential, but its value 
is submerged unless with it is synchronized the development 
and training of the judgment. How best, then, can this be 
accomplished? The answer lies, I am satisfied, in chal- 
lenging our students to think for themselves. With the 
excellent facilities made available to them for acquiring 
knowledge, it perhaps becomes easy for our students to 
accept facts without any attempt at analysis, but if they 
do so they are attaching no importance to the demands 
that will be made upon them in professional life for careful 
thinking and sound judgment under ever changing con- 
ditions. If, then, we can emphasize the necessity for care- 
ful analysis and thought in technical education, we have 
paved the way for the exercise of sound judgment in busi- 
ness. But our responsibility does not rest there. We must 
impress upon their minds that good guessing can never 
take the place of systematic and deliberate reasoning. We 
must make them realize that the solution of business prob- 
lems not only calls for an orderly marshalling of facts, 
but, what is equally important, careful analysis and logical 
reasoning from such facts, the formation and establishing 
of effective conclusions and the exercise of sound judgment. 
If we accomplish nothing else, we shall have accomplished 
much if we succeed in teaching our students to think. 

May I dwell for a moment on one other matter? Youth 
is the season for impressing and determining those prin- 
ciples which in future life regulate the conduct; it is further 
the season for acquiring the habits which will accompany 
us to the latest period of existence. And so I know of no 
better time to emphasize each of the important factors 
which make up the general total of ethical procedure and 
the paramount importance of the observance of a strict 
code of professional conduct. It is no part of this paper 
to define that code; it has already been made sufficiently 
explicit. Suffice to say then that our conduct and our in- 
terpretation and observance of the code will leave a lasting 
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impression on our students, and their ethical standards in 
the years to come will bear the mark of what they have 
seen and observed in us. 

In concluding this part of my paper, I find myself still 
asking questions. Have we always had a definite aim in 
the practical education of our students and, if so, can we 
credit ourselves with a reasonable measure of success in the 
accomplishment of that aim? If not, then the period of 
educational training has lost much of its value. But if, 
on the other hand, we have caused our students to realize 
that knowledge in itself has definite limitations, if we have 
stimulated thought, if we have emphasized the value of 
sound judgment, if we have been the means of developing 
attractive and forceful personalities, if we have instilled 
in the minds of our students the necessity for high ideals 
in professional life, then, after the testing years are over 
and they have won their place in the profession and have 
earned the respect of their associates and the confidence 
of clients, they will cast their minds back and, forgetting 
the trials and tribulations of early years, will remember 
with gratitude those who meant so much to them in student 
days. 

In approaching the matter of technical education, I have 
considered it advisable to speak to you of what we have 
accomplished, or attempted to accomplish in Ontario, firstly, 
for the reason I gather it is expected I should do so and 
secondly, I cannot speak with authority of what has been 
achieved in other provinces. 

About fifteen years ago a committee under the chair- 
manship of Dr. George Edwards considered carefully and 
exhaustively the whole question of the technical education 
of chartered accountant students, and the decision to estab- 
lish official courses of instruction was taken after much 
deliberation by both the Council and the Institute. The 
chief influencing factors were:— 

1. the statutory responsibility of the Institute as an 

educational body, 

2. the failure of the lecture course to adapt itself to 

the students’ needs, 

8. the defects developed by privately conducted instruc- 

tional facilities, 
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4. the advantages accruing from official observation and 
control of the student body, and 

5. the desirability of giving to the students effective 
instruction at cost. 

Several means for providing this instruction were con- 
sidered but finally the correspondence method was decided 
upon. It is desirable to note here that the choice by the 
Ontario Institute of this method has certain definite im- 
plications. The correspondence method is particularly ad- 
apted where instruction is to be combined with practice, 
as the one is the logical complement of the other. It has 
a particular application also to cases where the number of 
students is large and where they are scattered in different 
centres. With small classes, an instructor can follow in a 
classroom a more flexible method directed more precisely 
to the needs of particular students. As the numbers in- 
crease, however, the opportunities for this decline, and the 
advantages of classroom instruction for correspondence 
work become correspondingly less. It is important also in 
correspondence work that the student should be relatively 
mature and have a firm purpose in his work; to a greater 
degree than in classroom instruction, he must depend on 
his own stimulus and persistence. In the main, I think 
the facts of the educational problem of the Ontario In- 
stitute justify the choice of method. 

Who, then, was to carry out the detailed execution of 
the Institute’s educational work? Certainly the heavy bur- 
den could not be placed on the shoulders of a few busy 
chartered accountants. It was thus considered advisable 
to utilize as far as possible the facilities of a University 
in this work, for the following reasons: 

1. Being an endowed institution, a university is not 
interested in educational work from a profit-making 
point of view. 

. Education is the specialized business of a university. 
It has developed methods and built up facilities and 
a trained staff for this work alone. It follows that 
the work done will be in accordance with the best 
educational standards, will have the prestige that is 
generally accorded to university work and will be 
done more cheaply than in any other way consistent 
with quality, because much of it will be done as a 
by-product of the regular university work. 
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The choice lay with Queen’s University, a university 
which has had a history of almost a hundred years of service 
in education and which, being the pioneer body in Canada 
to undertake extramural or correspondence instruction, had, 
out of many years’ experience in this field, accumulated an 
invaluable store of information. The authorities of the 
University tendered to the Institute its co-operation and 
the use of its established facilities, under conditions so 
favourable to the successful accomplishment of the purposes 
in view, that a definite undertaking resulted, whereby the 
instructional work would be conducted by their faculty of 
commerce in collaboration with a select committee of prac- 
tising accountants. Looking back over the years, I am 
convinced the choice was an excellent one and I cannot let 
this opportunity pass without paying tribute to that splen- 
did body of men at Queen’s University who have devoted 
themselves so wholeheartedly, so faithfully and so success- 
fully to the education of our students. 

Thus the stage was set and we were faced with the 
important task of preparing the lesson material. I do not 
intend to dwell on this, other than to say it occupied a 
tremendous amount of time, called for unlimited persever- 
ance and perhaps strained the patience of both the repre- 
sentatives of Queen’s University and the select committee 
of chartered accountants. We endeavoured to keep con- 
stantly in mind that while the course should be planned 
so as to cover the syllabus of the examinations of the In- 
stitute, they should be regarded primarily not as a means 
of coaching for an examination, but as education for the 
practice of a profession with large and increasing legal and 
moral responsibilities. 

At their inception the courses numbered three, known 
then as the primary, intermediate and final courses. Since 
that time they have been increased to five yearly courses— 
one course of twenty-six lessons for each of the five years 
of practical experience which all candidates for the final 
examination, other than university graduates, are required 
to serve. Each of these courses was prepared by a com- 
mittee of our Institute in collaboration with Queen’s Uni- 
versity, and so represents the efforts of men widely versed 
in the practice of accounting and experienced in the art 
of instruction. It goes without saying that the courses 
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are susceptible to continual revision and improvement, but 
looking back I think I can safely say that in practically 
every year we have made substantial improvement both in 
instruction material and in the quality of the ‘instruction. 
The courses are now in every way immeasurably better than 
they were when we began; not only that, but they are 
immeasurably better than any of us were able to con- 
ceive of fifteen years ago. I am satisfied that our ideas 
of what a good course is have been continually expanding, 
so that what might have seemed almost perfection at the 
outset, would seem a relatively poor thing indeed at present. 


Now, a word as to the content of the courses. I have 
already intimated that each course consists of twenty-six 
lessons, thirteen of which are to be studied in the spring 
term which ends on May 7th and thirteen in the fall term 
which ends on November 19th. Accompanying each course 
is a set of text books and acts, which form the basis of 
instruction and also the nucleus of a professional library. 
At the end of each lesson there is a set of “Questions and 
Problems for Written Answer” and the student is required 
to study these questions and problems and to submit answers 
and solutions to Queen’s University. In order to give the 
student experience in working under examination condi- 
tions, test examinations are set in place of certain exer- 
cises. Each student is expected to impose upon himself 
strict examination regulations when writing these tests. 

I will not burden you with an analysis of the material 
in the five courses, beyond indicating the subjects dealt 
with in each course and, briefly, some of the special features 
of the fourth and fifth year courses. In the first course 
seventeen lessons are devoted to the subject of accounting 
principles and practice, six to law and three to arithmetic; 
in the second course, thirteen to accounting, eight to audit- 
ing, four to law and one to office management; in the third 
course, thirteen to accounting, nine to auditing and four 
to law; in the fourth course, sixteen to accounting, three 
to auditing, four to business finance, two to business in- 
vestigations and one to statistics; and in the fifth course, 
seventeen to accounting, one to auditing, two to business 
finance, one to business investigations and five to economics. 

In the fourth and fifth year courses, which are studied 
in preparation for the final examination, there are lessons 
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in accounting principles and practice dealing with a wide 
variety of special subjects: 


Chain stores 

Theatres and other amusement concerns 

Foreign exchange 

Public utilities 

Executorship 

Cost accounting 

Analysis of financial statements 

Municipal accounting 

Holding companies 

Stockbrokers’ accounts 

Trust companies 

Loan companies 

Real estate business 

Textile industries 

Bakeries 

Dairies 

Bankruptcy 

Shipping companies 

Railroads 

Lumber companies 

Fishing enterprises 

Insurance—fire, casualty and life 

Chartered banks 

Flour milling 

Elevators 

Grain trading 

Finance corporations 

Investment trusts 

Bond and investment houses 

Newspapers and publishing houses 

Government accounts 

Professional firms 

Mining 

Hospitals, hotels and clubs. 
You will appreciate from the foregoing synopsis, then, that 
we have attempted to broaden out materially in these two 
courses the education of our students. 


« The courses will in time be improved still further to 
the point where they probably will constitute the maximum 
training which can be absorbed in a five-year term. The 


OcTOBER, 1937. 263 





THE CANADIAN CHARTERED ACCOUNTANT 


limitation here must be kept constantly in mind. One can 
readily think of many things which might be added to 
the courses and many now in them which might be usefully 
amplified were the period of training longer than five years 
and were the amount of time which the registered student 
has to devote to his course much greater than in fact it is. 
It can be said that the part of the course which can be 
continually improved is the problems. Discovery or creation 
of good problems is the most difficult part of the task of 
writing a course and it seems unlikely that we shall ever 
reach perfection in this direction. The only possible policy 
is continual revision and improvement. 

In speaking of our educational courses, I trust I have 
not left the impression of belittling the value of lectures, 
for, on the contrary, I regard them as all important. We 
have in Ontario a Students’ Association; they elect their 
own officers, formulate their own rules and regulations and 
are in no way interfered with by the Institute, unless, of 
course, a grant of money might be termed interference. 
During the fall they conduct a series of lectures which, 
while open to all, are directed more particularly to the needs 
of students preparing for their final examination. These 
lectures are usually on specialized subjects and are given 
by men eminently fitted to speak thereon. For the benefit 
of students unable to attend, and for future reference, the 
lectures are mimeographed and forwarded to all students 
on payment of a very small fee. Those students preparing 
for the primary and intermediate examinations are not 
overlooked and study groups are organized for their benefit, 
which are attended and guided by practising members. I 
am glad also to say they do not forget that “all work and 
no play makes Jack a dull boy” and during the summer 
months the students organize a baseball league, a tennis 
and golf tournament, and, after making a “touch” on the 
Institute, wind up the season with a field day and dance. 

Now, what is the reaction of our students to all that 
has been accomplished in their behalf and wherein do they 
fail to benefit as much as they should? Of course, till 
the end of time we will always have good, bad and in- 
different students. From any course of instruction, and 
particularly any correspondence course, a student gets no 
more out of it than he puts in. Some students fail to work 
methodically and thereby lose much of the potential value 
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of the instruction. There is ample evidence that the good 
student who takes his work seriously gets out of it quite 
as much as he expects. In accepting the discipline of the 
course, he overcomes deficiencies in the ability to think and 
write precisely. The poor student, that is, the one who 
works spasmodically, is always behind schedule, leans on 
other students, gets relatively little out of it. Without the 
co-operation of the student, the correspondence method 
completely fails. The method of commercial correspondence 
schools in providing model solutions has the great com- 
mercial advantage of cheapness and perhaps some slight 
advantage as direct coaching for examinations, but fails 
as fundamental instruction. The instructor can only help 
the student if the student attempts the problem and thereby 
lays bare his difficulty. From the Institute’s viewpoint 
what we must ask ourselves is, can we say that the good 
student is helped and stimulated to the top of his capacities 
by the instruction given? Is the indifferent student quickly 
and promptly informed of the quality of his work? Is the 
poor student helped to the utmost of his capacity and in- 
formed at an early stage if he lacks sufficient capacity for 
the task? I believe that in all these we have made real 
progress. 

I have taken up considerable of your time in outlining 
the method of instruction in existence in Ontario. I apol- 
ogize for so doing. Other Institutes have considered very 
carefully, I know, their own peculiar problems and have 
successfuly evolved a plan and worked out a programme 
adaptable to their requirements. There are in this room 
representatives from all the Provinces and, I am sure, in 
the discussion period they will avail themselves of the op- 
portunity to tell us of what has been accomplished. 

Before closing, may I refer to just one other matter; 
it has reference to young graduates. They have just com- 
pleted a period of intensive training and by reason of their 
diligence and perseverance have passed their final examina- 
tion and won the right to use the designation “chartered 
accountant.” Metaphorically speaking, at all events, the 
sweat of hard, hard work in connection with recent exam- 
inations is still upon their brows and quite naturally, in 
achieving their ambition, there comes to them a feeling of 
relief, a sense of freedom—freedom from the watchful eyes 
of professors and instructors, freedom from incarceration 
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in the evenings to study and pore over lessons and text 
books, freedom from further examinations. But do they 
realize that in this so-called freedom there is an element 
of danger, the danger of neglect in self discipline, the 
danger of wastage of valuable time? Do they appreciate 
that with freedom comes opportunity, and with opportunity 
comes responsibility—opportunities for better and more 
competent service in the firms where they are employed, 
opportunities for a clearer understanding of the needs and 
requirements of clients, opportunities for service to their 
Institutes, opportunities perhaps for public service? And 
so we must impress upon them the necessity of controlling 
their freedom, of directing it into its proper channel—the 
channel where they will come face to face with their op- 
portunities and, having realized and appreciated those op- 
portunities, the importance of continuing to keep them- 
selves so fitted and equipped, both mentally and physically, 
that they will be competent to translate their opportuni- 
ties into their responsibilities. 

Gentlemen, I commenced this paper with a question. I 
close it with such and I address the question, not only to 
this audience, but to every member of the Dominion As- 
sociation. “Educating our students—will you accept that 
responsibility ?”’—the responsibility of greater care in the 
selection of our students, the responsibility of a more com- 
plete understanding of their requirements in practical edu- 
cation, that of stimulating them to the top of their capacity 
in technical education, the responsibility of assisting them 
during that all important period in their careers, the gap 
between student days and full professional life; yes, as it 
were, the responsibility of patterning the weft on the warp. 
If the answer is in the affirmative, as I am satisfied it is, 
and if good intention is translated into definite action, then 
can I dream dreams of the future, then can I envisage a 
steady and healthy growth in the ranks of our profession, 
then can I see the accomplishment of a definite aim and, 
in its accomplishment, each one of us will have the satis- 
faction of knowing that not only have we contributed much 
to the education of students in accountancy, but, also, that 
we have played our part in a much larger field—the edu- 
cation of the young men of Canada. 
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OU are a national association with Dominion-wide 

membership and I think you are entitled to something 
in the nature of a national message. The present position 
of the prairie provinces is assuredly a subject of national 
importance. In my judgment it far outranks in its bearing 
on the country’s welfare, many of the issues upon which 
public attention is more closely focused. In that conviction 
I propose to talk to you about “Our Duty to the Prairies.” 

In speaking of our duty to the prairies I have in mind, 
of course, the duty of Canada and the Canadian people. It 
is a national duty that grows out of a prairie problem. The 
problem is acute. It might even be said that in the prairie 
problem, there is the germ of peril, and that if strong 
measures are not taken to cope with it the latent peril may 
become a real one. 

No, I am not thinking of Mr. Aberhart and his per- 
formance in Alberta. That is a political storm that will 
blow itself out as other political storms have blown them- 
selves out in the past. The peril I have in mind is the 
economic peril, and unfortunately the economic storm now 
raging on the prairies will not blow itself out. It can only 
be subdued by prompt and energetic measures, largely fin- 
anced by the National Government. The cost will be heavy, 
but for every dollar wisely and honestly spent the returns 
to the country will far exceed the expenditure. 

What is the condition in a large portion of the prairies 
today? It is not my purpose to emphasize the human trials 
and sufferings that prevail in the distressed areas. You 
know from reports that are available to you, as they are 
to me, that for the past six or seven years the prairies 
have suffered from a drought which in its severity, its 
wide range and its persistence, has no parallel in the ex- 
perience of our generation. 

Saskatchewan has borne the brunt of this savage visita- 
tion of nature. Manitoba and Alberta have been much 
more fortunate in this respect, but Southwestern Manitoba 
has not entirely escaped and this year the dry belt has 
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bored heavily into Alberta. It has taken toll in areas 
which had previously been comparatively immune. 

You will have some understanding of the havoc the 
drought has wrought on the prairies when you are told 
that this vast region which has produced as much as half 
a billion bushels of wheat in a year will this year produce 
between 150 and 175 million bushels. The price will be 
much more satisfactory than in recent years, but while the 
high price is of a general economic value it will not serve 
at all the thousands of individual farmers who will have 
no wheat to sell. 

Nature and world economic conditions have combined 
to deal the prairie country a terrific blow. At the begin- 
ning of this decade the prairie provinces had very good 
crops and could not find a market for them except at a 
ruinous price. Then nature, as if to pile on the agony, 
created a condition in which a large percentage of the 
farmers in Saskatchewan and a considerable number of 
them in Manitoba and Alberta were denied the privilege 
of having a crop to sell at any price. 

That is the position on the prairies today. The farmers 
who have been made the victims of unkind nature are as 
you and I would be if we were denied for several years the 
fruits of our toil. They are as you and I would be if we 
drew our salaries or distributed our profits at the end of 
the year and then discovered that the business had not 
earned enough to pay salaries or had no profits to dis- 
tribute. Once having had that experience, we, who are 
dependent on business and payrolls for our livelihood would, 
I think, have a keener understanding of those tortured 
souls on the prairies who have sown and reaped without 
being able to sell and sowed without being able to even 
reap. 

What are we going to do about that dismal prairie 
picture? Are we to look upon it casually and say to our- 
selves: 

“Well, it’s just too bad, but the government will 
attend to it. The farmers who have suffered will 
go on relief. Some day it will rain again in the 
burnt-out areas and all will be well.” 

Yes, we can do that and we can say that. We can 
take that off-hand view of it but I earnestly suggest that 
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it is not the enlightened view to take of it. It looks neither 
to the present nor to the future in a level judgment of what 
should be done in the special interests of the prairie prov- 
inces, or in the general interests of the people of Canada. 

There are two main factors to be considered in connec- 
tion with the prairie drought areas and its victims. There 
is the human side of it and there is the economic side of 
it. These two factors are to a large extent interwoven. 

For the human part of it we can say that it is the 
affair of governments, that the victims will not be permitted 
to freeze, to go unclothed or to starve. But I wonder if we 
can do that. I wonder if we can turn our eyes from the 
worried faces of our fellow Canadians on the prairies and 
forget them? Humanity answers No and good business 
answers No. Whatever measure of relief may be extended 
to those in distress on prairie farms it will do little more 
than take the edge off their distress. It will provide a 
cold, hard living for people who a few years ago were pros- 
perous farmers, but now find themselves, through no fault 
of their own, in the grip of tragic circumstances. 

I do not suggest that it is possible for governments or 
any other agencies to provide comfortable living for the 
thousands of farmers on the prairies who are unable to look 
after themselves. That is quite beyond the country’s re- 
sources, but governments are not notable for the bounty of 
their benevolence. The degree of government benevolence 
must necessarily depend on the pressure of public opinion, 
and I respectfully submit that you and I and every Canadian 
citizen, in every province, whose economic position is more 
favorable than that of the prairie provinces, should dis- 
play our readiness to give all possible help to those of our 
fellow countrymen who are so grievously afflicted. 

Something more than that can be done, and I think 
should be done. If there was ever an occasion upon which 
the voluntary effort of our people at large should manifest 
itself, that occasion exists today in the position of those 
who are suffering in the burnt-out areas of the prairies. 
What a splendid gesture of sympathy and goodwill it would 
be if the people in other provinces were to make some 
contribution to those prairie fellow countrymen of ours who 
are in distress. 

It need not be a large contribution. Any sort of con- 
tribution would serve the purpose. It is the spirit behind 
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the contribution that would count and in my judgment it 
would count heavily in putting courage, hope and con- 
fidence in the hearts of people who are going through the 
valley. Let us demonstrate by our friendly understanding 
of their position that all Canada is behind them, so that 
they may see some glimmer of sunshine at the end of the 
valley in which misfortune has cruelly thrust them. 

This is the human side of the prairie picture as I see it. 
Some may say, indeed many may say, why should we stretch 
our humanity to extend special help to the far prairies 
when there are many in need of help at home. My answer 
is that their necessity is greater than ours, and that minis- 
tering to their greater necessities is not only the humane 
thing to do, it is the business thing to do. 

Here I come to the economic side of the prairie picture, 
and as I have already indicated, the element of humanity 
and the element of business are closely interwoven. Meas- 
ures of humanity and business measures should travel hand 
in hand; it is the part of humanity to relieve as far as 
possible the suffering in the distressed prairie areas. It is 
the part of sound business to help bring back to productivity 
the vast area which in normal years proved its capacity 
to produce and can be made to produce again. 

The business objective is to persuade farmers who have 
established themselves on normally productive lands to re- 
main on those lands. Many of them will not remain there 
in the face of several years of bitter experience unless 
there is some evidence that the constructive efforts of man 
are to assist nature in an organized plan to restore their 
lands to productivity. 

Let us not under-estimate the value to the nation of 

the retention of those farmers as prairie producers. And 
let us not under-estimate the loss to the nation if those 
farmers, in large numbers, decide to abandon prairie farm- 
ing. 
I can assure you that every one of those experienced 
prairie farmers who is lost to us through the buffeting of 
nature, and consequent discouragement, is something lost 
to the working capital of Canada—and it is capital that 
will be most difficult to replace. 

I am aware that organized measures are already opera- 
tive under government auspices to assist nature in the vital 
business of providing and preserving moisture in the prairie 
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provinces. This is evident in the building of dams and 
dugouts, planting of trees and other devices designed to 
capture and hold all the moisture that nature will provide. 
It is good work and constructive work. My only doubt 
is whether it is proceeding on an adequate scale. If the 
scope of the work has to be restricted, for lack of funds, 
it will be a national misfortune, for the buying power of 
the prairies is a most important factor in our national 
prosperity. 

We in British Columbia know what a normal prairie 
market means to us—what it means to our lumber industry, 
to our fruit industry and to our trade and commerce. You 
from Eastern Canada know what the prairie markets mean 
to the manufacturers of Ontario and Quebec; what it means 
to railway earnings and railway employment and what it 
means to your business, commercial and financial interests, 
which for thirty years or more found the prairies a profit- 
able field for the consumption of their products and for the 
employment of their funds. Is it not good business for 
the nation to endeavor by all available means to restore 
the prairie market to the fullness of its buying power? 

Manifestly it is good business, yet you will hear some 
people in the East declare that while Canada was once 
dependent on the prairies for her national prosperity, that 
is not the case today. They point to the industrial ex- 
pansion in our cities, the enlargement of our export trade 
and to other aspects of our broader commercial life. They 
assume this to be conclusive evidence that the prairie prov- 
inces have become a minor factor in our national prosperity. 

This point of view is as short-sighted as it is mischievous. 
Most of our industries are thriving now as they are thriving 
in Great Britain and the United States. Trade is expanding 
in Canada and in other parts of the world. We call it 
prosperity, but prosperity based so heavily on export trade 
is notoriously elusive. 

The backbone of a continuing prosperity is the home 
market. The backbone of our home market is the farm. 
If anyone thinks that the farms on the prairies or any 
considerable number of them can be overlooked and forgot- 
ten in appraising the strength of Canada’s home market he 
is nursing a delusion. 

The prairie provinces have entered much too strongly 
into the economic structure of Canada to be treated as an 
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indifferent factor in the nation’s prosperity. As a matter 
of fact, there can not be, in reasonably normal times, a 
prosperous Canada without a prosperous middle west. 

These thoughts I have offered suggest certain principles 
of policy and action that can be expressed in a few words: 

1. That care of the needy in the afflicted areas of the 
prairies, and measures designed to restore the productivity 
of prairie lands normally capable of producing, constitute a 
grave national question that calls imperatively for concerted 
action by the Government and the people of Canada. 

2. That as a government and as a people we should 
demonstrate to our suffering fellow Canadians on the 
prairies that we propose to stand behind them and to see 
them through. 

3. That a demonstration of nation-wide sympathy and 
support would have a wholesale influence on the prairie 
provinces and stimulate the courage and fortitude that have 
been so sorely tried. 

The spirit of humanity calls upon us to help the needy 
on the prairie farms. The promptings of good business 
direct us to come to the rescue of the good prairie earth 
that for a generation or more served the nation so well. 
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THE PROVINCE OF SASKATCHEWAN 


By Montague W. Kynch, Chartered Accountant 
Toronto, Ontario 


(Epitor’s Notre: Apart from reports of repeated crop failures in 
the southern areas, recent daily press despatches have been giving 
little information on the province of Saskatchewan and its vast un- 
developed natural resources. Knowing as we do the great potential 
wealth of that province, we have invited Mr. Kynch, a member of the 
Institute of Chartered Accountants of Saskatchewan, to tell something 
about the natural resources of his province). 


—— culminating misfortune which has befallen the Prov- 

ince of Saskatchewan in its almost complete crop failure 
this year has focussed public attention on this section of 
the Dominion. This interest is being shown not only by 
the people and press of this country, but also by Great 
Britain and other countries on which variations in the econ- 
omy of Saskatchewan have an effect. 

Whatever may be the reason for lack of knowledge of 
essential features of the nature and development of Sas- 
katchewan, it is a fact that in Eastern Canada and in 
England there exists an amazing ignorance by those not 
directly interested. Amongst these the geography of this 
vast western country appears to be epitomized by some as 
“the granary of the British Empire” and by others as being 
a wild unexplored tract of the Northwest. This has, pos- 
sibly, had its influence in restricting the investment of cap- 
ital in the Province, retarding development of those enor- 
mous reserves of minerals and other natural wealth with 
which the Province is so richly endowed. 

It may be said that nearly all the capital which has 
found its way into the Province so far is invested in agri- 
culture and, directly or indirectly, those ventures dependent 
upon agriculture for their existence. The fact that it has 
been necessary for Saskatchewan to “import” not only im- 
plements and tools for farming purposes but nearly all its 
requirements other than those agricultural products raised 
within the Province makes it obvious that the results ob- 
tained in this vast area from year to year are a matter 
of great interest to manufacturers and distributors in every 
other part of Canada, and the resuscitation of the Province 
should be of concern to all Canadians in every Province of 
the Dominion. 
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The purpose of these notes is to illustrate the contribu- 
tion which Saskatchewan has made to the national economy 
and development of Canada, the monetary loss resulting 
from the drought during the past few years, and also to 
indicate some of the possibilities for increasing this con- 
tribution by developing almost untouched natural resources 
of the Province. 

Statistics show that in the peak year of 1925 the esti- 
mated value of agricultural production of Saskatchewan was 
$399,731,000 made up of— 


CRON IOOS i cee eces $351,990,000 
DPE Gs SSe esha dees 12,687,000 
Farm products ........... 35,054,000 

$399,731,000 


added to which there was an estimated total value of $135,- 
112,000 in live-stock on the farms. 

The rapid progress of wheat production since the Prov- 
ince was organized may be seen from the following figures: 


(Millions of 
Bushels) 
es ae 37 
eee ieee ce igi 97 
BE eee ee fe one 122 
BS ees Cee ee kk eee Kd 271 
es care ana a eh kee oe 133 
BN SEL Sst ey i oss we ae he 241 
ST es wighaecereeebewe as 230 
Db iCican ks eh ak bhee wes 253 
AEA ES Spee Se eee 321 


The year 1929 was the first year of drought which has con- 
tinued with varying severity until the present time. 
In a normal year Saskatchewan produces approximately 
one-half of Canada’s wheat crop, seventy per cent. of the 
flax crop and one-half of the rye crop. 

The following table taken from the 1936 Report of the 
Department of Agriculture indicates (in millions of dollars) 
the production of agricultural wealth in Saskatchewan for 
the years indicated. 
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° Total 

Grain Field Farm (in millions 

Crops Crops Products of dollars) 
ME vivre ax $248.0 $16.5 $10.5 $275.0 
Ar 200.7 15.0 33.0 248.7 
Pere 251.3 10.3 35.3 296.9 
 Wiinc tuk 228.0 10.2 32.8 271.0 
eee 352.0 12.7 35.0 399.7 
ME ha x ine 303.4 6.5 35.5 345.4 
ee 336.0 12.6 33.6 382.2 
bina 338.2 11.0 35.5 384.7 
Ser 225.8 10.0 36.4 272.2 
Ee aiken nei. 126.8 9.0 33.1 168.9 
Pe eva 67.5 3.0 27.1 97.6 
Rs Sexes 95.0 3.2 20.1 118.3 
Be Fiek eas 79.8 2.9 21.3 104.0 
Be etyeds2 94.0 2.4 22.4 118.8 
TI kasi 110.6 3.7 25.2 139.5 


The comparative value of these figures is, of course, af- 
fected by the variations in price which occurred from year 
to year. 

The year 1936 was also a lean one for which no official 
figures are available. 

The estimated wheat crop of 1937 is 48,000,000 bushels 
yielding approximately $60,000,000. 

The drought which for the past eight years has been 
confined to portions of the southern end of the province 
has extended in 1937 to other sections, leaving only a very 
small portion of the north and north-east with anything 
like a normal crop. 

We are not here concerned with a discussion on what is 
the proper method of overcoming this condition. There 
have been a variety of opinions ranging from pessimism, 
looking to the abandonment of large sections of the country, 
to extreme optimism, recommending a gigantic scheme of 
irrigation of the section. There is to be borne in mind, 
however, the background of steady, hopeful courage which 
has been maintained by the farmers in the dried out areas 
for the last eight years and which has won the admiration 
of the whole Dominion. 

The effect of drought on the income-value of Saskatch- 
ewan agriculture is vividly portrayed by the following com- 
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parative figures of production for the six years of normal 
crops and for the six years of drought. 


1924-1929 1930-1935 Decrease 
(millions of (millions of (millions of 
dollars) dollars) dollars) 








Grain crops ..... $1,783 $574 $1,209 
Field crops ...... 63 24 39 
Farm products ... 209 149 60 

$2,055 $747 $1,308 








A large portion of this income is expended ordinarily 
on loan interest, machinery and supplies of various kinds, 
and therefore finds its way to cities beyond the borders 
of Saskatchewan. Consequently it may easily be realized 
what effect such a crop failure exercises on both the internal 
and external trade of Canada. 

It may be remarked in passing that various measures, 
of which no detail need be given here, have been proposed 
for the amelioration of conditions and are now receiving 
the attention of the Dominion and Provincial governments. 
If there is any doubt as to the advisability of providing 
the required funds, a decrease in income of 1,308 million 
dollars in the course of six years gives pause for serious 
reflection. 

A few facts regarding Saskatchewan and its resources 
and development may be of interest to the reader. 

Population—The official census of 1931 placed the popu- 
lation at 921,785. In 1901 what is now the Province con- 
tained 91,279 inhabitants. In point of population Sas- 
katchewan is the third largest Province in the Dominion. 

Area—The Province is approximately 400 miles from 
east to west along the border of the United States, and 
750 miles from south to north. It is larger than any country 
in Europe, except Russia. Out of a total of 161 million 
acres, the area under cultivation in 1935 was nearly 1914 
million acres, or less than one-fifth of the available area 
judged suitable for grain growing. 

Transportation—The road development has been exten- 
sive and consists of the following: 
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miles 
Be I I ai. kek vos dd Ge ee 35,000 
Provincial highways ............... 7,636 
Gravel surfaced roads .............. 2,652 


The Province is well served with railroads, branches ex- 
tending from the main transcontinental lines into every 
settled district. The total railway mileage is now 8,794. 

Water and Waterways—It is estimated that nearly 514 
million acres are under water in the Province. The south- 
ern portion is drained by the Saskatchewan, Assiniboine 
and Souris rivers, and the Churchill River flows across the 
central part. While there are numerous chains of small 
lakes, the only large bodies of water in the south are Lake 
Johnston and Quill Lakes. The north is well supplied with 
lakes, the largest being Athabaska, Wollaston, Beaver, and 
Lac la Ronge. Very little difficulty is experienced in ob- 
taining abundant supplies of drinking water throughout 
the Province. 

The development of water power to date is 565,322 h.p. 
with estimated maximum development of 1,297,191 h.p. 

Industries—Agriculture is, of course, the basis industry 
at present, and includes grain and field crops, livestock, 
dairying, poultry-raising, bee-keeping and fur farming. The 
organization of the industry is in a highly efficient state, 
with co-operative marketing associations playing a promin- 
ent part. 

Contrary to widespread belief Saskatchewan is not all 
treeless prairie. In the central portion there are “bluffy” 
parklands, and in the northern section, dense forests. The 
forest area south of the Churchill River embraces over 35 
million acres, the principal trees being spruce, jack-pine, 
larch and poplar. The forest wealth is estimated at $400,- 
000,000. 

The mineral production for 1934, further commentary 
on which appears hereafter, amounted to $5,370,630. 

Fishing is becoming an increasingly important industry, 
the value of Saskatchewan fisheries being estimated at 
$20,000,000. 

General industrial development in the Province has not 
been rapid. In 1933 there were 818 manufacturing estab- 
lishments representing an investment of capital of $65,000,- 
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000, using materials valued at $19,000,000 with a production 
valued at $36,000,000. 

Recreation—There are eight large National and Provin- 
cial Parks of singular beauty situated in various lake dis- 
tricts, and many smaller summer resorts in all parts of the 
Province. The whole country abounds in migratory birds 
and feathered game. In the northland, moose, elk, deer and 
other big game are in abundance; fishing is plentiful in all 
lakes and rivers. The natural beauties of portions of the 
Province, the open prairies and the facilities for fishing and 
big game hunting attract many visitors in addition to pro- 
viding for the recreational requirements of the residents 
of the Province. 

General—Social development is as advanced as in any 
other portion of the Dominion. Rural districts are well 
supplied with schools and churches, telephone system, rural 
postal deliveries and other community organizations. In 
the cities and towns may be found fine public buildings, 
schools, museums, well laid-out parks and other improve- 
ments equal to those in any modern city. 

National Resources—lIt is in its wealth of natural re- 
sources that the Province has been sadly overlooked or neg- 
lected by capital. In very recent years a start has been made 
on the exploitation of the deposits of gold, silver, copper, 
zinc, salt and sodium sulphate, which to date has proved 
more or less fragmentary although there are still many 
districts containing valuable unexplored resources in these 
respects. 

The Laurentian plateau in the northern portion contains 
what is believed to be one of the world’s richest storehouses 
of metallic minerals, and here pitchblende, the most valu- 
able mineral in the world, has been discovered. A con- 
centration of capital and effort in this area would quickly 
enhance Canada’s position amongst the leading mineral 
producing countries. 

In various parts of the Province there is an abundance 
of valuable clays suitable for a variety of manufactures. 
Some of the clays already tested have been pronounced 
equal to any used for the finest pottery and china in any 
part of the world. A fine quality of bentonite or bleaching 
clay, used extensively in various leading industries is pres- 
ent in southern Saskatchewan in quantities which an out- 
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standing French engineer estimates to be sufficient to sup- 
ply the needs of the world for many years to come. This 
commodity is becoming scarce in Europe owing to the re- 
stricted export from Germany, and high prices are paid 
for an inferior product which requires subsequent intensive 
refining before use. An attempt was recently made by local 
men to develop the bentonite deposits but this has become 
stagnant for lack of financial support. Practically none of 
this valuable mineral has been commercially exported from 
Saskatchewan despite the ready European market yearning 
for supplies. 

To a lesser degree development has lagged in respect 
to the enormous available salt, ochre, and alkali deposits. 


Geological surveys have been made for oil and natural 
gas, resulting in sufficient evidence of the presence of these 
valuable resources in large quantities in various districts 
in the Province, but here again sufficient capital has not 
been forthcoming to complete the exploration commenced. 
Some success has been achieved in definitely locating na- 
tural gas fields in the northern part of Saskatchewan, but 
the development thereof has been delayed by insufficient 
capital support. 

The department of the Provincial government respons- 
ible for the control of natural resources has collected a 
quantity of useful data on these matters, and we under- 
stand is prepared to offer all assistance and co-operation 
in its power to those interested; but the potentialities of 
development do not appear to have penetrated to those 
sources from which the necessary finances might be sup- 
plied. It is a paradoxical situation in view of the bitter 
complaints of financial institutions of lack of opportunity 
for the profitable investment of funds now accumulating 
to unprecedented proportions. 

It may confidently be stated that Saskatchewan repre- 
sents an undeveloped pool of wealth which many nations 
not so endowed would make a supreme effort to possess. 
The apparent indifference, particularly of British capital, 
to its intensive exploitation must exercise a considerable 
influence on the foreign policies of those countries of which 
one hears so much in these days of international unrest. 

This, then, is an abbreviated picture of Saskatchewan 
today—a new country of rapid growth; a people who have 
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shown themselves to be of indomitable courage both in the 
efforts expended in the development of their Province and 
in the face of calamitous agricultural reverses during the 
last few years; a system of government, and governmental 
progress, which within a third of a century has brought 
the Province safely from the condition of a virgin and al- 
most unpeopled land to a well-settled, civilized, and progres- 
sive country; in short, a province possessing such vast un- 
touched natural resources as to secure for Canada a prom- 
inent place in the ranks of the foremost nations of the 
world. 

It is to be hoped, then, that this short review has 
demonstrated three things :— 

(1) That the Province of Saskatchewan is an import- 

ant economic unit in the Federation. 

(2) That a quickened interest in and knowledge of Sas- 
katchewan and its resources would be of general 
benefit to the country at large. 

(3) That on economic grounds alone the Dominion gov- 
government has shown wisdom in its decision to 
grant generous assistance to Saskatchewan in over- 
coming the conditions contributing to its financial 
reverses since 1929. 

In conclusion, it may be truly said that notwithstanding 
isolated instances of disappointment to investors in Can- 
adian projects, particularly those cases which have been 
given undue prominence in London financial circles and 
which have seriously retarded the flow of new capital into 
Saskatchewan and other provinces, Canada has produced 
immense profits for overseas investors, and possesses all 
the facilities and natural resources for increasing those re- 
turns in the future. Saskatchewan presents an unrivalled 
opportunity for the safe investment of large amounts of 
new capital, which will bring profit to the investor and in- 
creased wealth to the country at large, with all the asso- 
ciated benefits which accrue from that condition. 
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COMMISSION TO INVESTIGATE BASIS OF 
CONFEDERATION 


Order-in-Council establishing the Royal Commission 
to investigate the economic and financial basis of Con- 
federation: 

The Committee of the Privy Council have had before 
them a report, dated August 5, 1937, from the Rt. Hon. 
W. L. Mackenzie King, the Prime Minister, submitting, with 
the concurrence of the Minister of Finance (Hon. Charles 
Dunning), and the Minister of Justice (Hon. Ernest 
Lapointe) : 

1. That as a result of economic and social developments 
since 1867, the Dominion and the Provincial Governments 
have found it necessary in the public interest to accept 
responsibilities of a character, and to extend Governmental 
services to a degree, not foreseen at the time of Confed- 
eration. 

2. That the discharge of these responsibilties involves 
expenditures of such a magnitude as to demand not only 
the most efficient administrative organization on the part 
of all Governments, but also the wisest possible division of 
powers and functions between Governments. That par- 
ticularly is this the case if the burden of public expenditures 
is to be kept to a minimum, and if the revenue-raising 
powers of the various governing bodies are to possess the 
adequacy and the elasticity required to meet the respective 
demands upon them. 

8. That governmental expenditures are increased by 
overlapping and duplication of services as between the Do- 
minion and Provincial Governments in certain fields of 
activity. That in other respects the public interest may 
be adversely affected by the lack of a clear delimination of 
governmental powers and responsibilities. 

4. That representations have been made on behalf of 
several provincial governments and by various public organ- 
izations, that the revenue sources available to provincial 
governments are not in general adequate to enable them to 
discharge their constitutional responsibilities, including the 
cost of unemployment relief and other social services and 
the payment of fixed charges on their outstanding debt; 
that, consequently, if they are to discharge their respon- 


281 





THE CANADIAN CHARTERED ACCOUNTANT 


sibilities, either new revenue sources must be allotted to 
them or their constitutional responsibilities and govern- 
mental burdens must be reduced, or adjustment must be 
made by both methods. 

5. That representations have been made by Provincial 
Governments that municipal governments which have been 
created by, and derive their powers and responsibilities 
from, the provinces are confronted with similar problems; 
that, in particular, necessary municipal expenditures have 
placed an undue burden on real estate, and are thereby re- 
tarding economic recovery; also that the relations between 
provinces and municipalities are an essential part of the 
problem of provincial finances ; 

6. That, finally, it has been represented that unless 
appropriate action is taken, the set-up of governmental 
powers and responsibilities devised at the time of Confed- 
eration will not be adequate to meet the economic and social 
changes and the shifts in economic powers which are in 
progress, without subjecting Canada’s governmental struc- 
ture to undue strains and stresses. 

The Prime Minister, therefore, with the concurrence of 
the Minister of Finance and the Minister of Justice, recom- 
mends: 

That, without limiting the general scope of their inquiry, 
the commissioners be instructe? in particular: 

(a) To examine the constitutional allocation of revenue 
sources and governmental burdens to the Dominion and 
Provincial Governments, the past results of such allocation 
and its suitability to present conditions and the conditions 
that are likely to prevail in the future; 

(b) To investigate the character and amount of taxes 
collected from the people of Canada, to consider these in 
the light of legal and constitutional limitations, and of fin- 
ancial and economic conditions, and to determine whether 
taxation as at present allocated and imposed is as equit- 
able and as efficient as can be devised; 

(c) To examine public expenditures and public debts in 
general, in order to determine whether the present division 
of the burden of government is equitable, and conducive 
to efficient administration, and to determine the ability of 
the Dominion and Provincial Governments to discharge 
their governmental responsibilities within the framework of 
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the present allocation of public functions and powers, or 
on the basis of some form of reallocation thereof; 

(d) To investigate Dominion subsidies and grants to 
Provincial Governments. 

That the Commissioners be instructed to consider and 
report upon the facts disclosed by their investigations; and 
to express what in their opinion, subject to the retention of 
the distribution of legislative powers essential to a proper 
carrying out of the federal system, in harmony with national 
needs and the promotion of national unity, will best effect 
a balanced relationship between the financial powers and 
the obligations and functions of each governing body, and 
conduce to a more efficient, independent and economical dis- 
charge of governmental responsibilities in Canada. 


His EXcCELLENCY THE GOVERNOR GENERAL IN CounciL has 
been pleased to make the following appointments: 
Ottawa, 14th August 1937. 


The Honourable Newton W. Rowetu, LL.D., Chief Justice 
of Ontario; The Honourable TureaupEaAu Rinrret, Justice 
of the Supreme Court of Canada; Joun W. Daroz, Esquire 
LL.D., of the City of Winnipeg, Manitoba; Roperr ALEXANDER 
MacKay, Esquire, Ph.D., Professor of Government, Dal- 
housie University, Halifax, Nova Scotia; and Henry Fores 
Anaus, Esquire, M.A., B.C.L., Professor of Economics, Uni- 
versity of British Columbia, Vancouver, B.C.: to be Com- 
missioners, under Part I of the Inquiries Act, to investigate 
the economic and financial basis of Confederation and of 
the distribution of legislative powers in the light of the 
economic and social developments of the last seventy years. 
The Honourable Newton W. Rowell, LL.D., Chief Justice 
of Ontario, to be Chairman of the said Commission. 
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Accountants of Prince Ed- 
ward Island. 


The Society of Chartered 


W. E. Massey, C.A., Charlottetown 


K. W. Dalglish, C.A., Montreal 


Guy E. Hoult, C.A., Montreal 
Maurice Samson, C.A., Quebec 


W. E. Hodge, F.C.A., Moose Jaw 


Accountants of the Province 
of Quebec. 


The Institute of Chartered 


W. C. Jeffery, C.A., Weyburn ——— of Saskatche- 


t 
} The Institute of Chartered 
T. E. Robinson, C.A., Regina 





Chairman Magazine Committee—William J. Saunders, F.C.A., Toronto. 
Chairman Terminology Committee—John Parton, F.C.A., Winnipeg. 
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Supplement to October 1937 issue—The Canadian Chartered Accountant. 











Officers for 1937-38 
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GEORGE E. WINTER KENNETH W. DALGLISH 
Vancouver, British Columbia Montreal, P.Q. 
Chairman Finance Committee Secretary-Treasurer 





COLONEL ALBERT E. NASH AUSTIN H. CARR 
Toronto, Ontario Toronto, Ontario 


Supplement to October 1937 issue—The Canadian Chartered Accountant. 





iii 


‘SOIAD “A “D—0Z ‘USITISIRG “M "M—6L ‘olRSUNYSIN ‘SIA—8T ‘ole3UNYSIN “V “A—LT ° 
‘East | a 


N ‘V—II ‘e3poH ‘GT “M 
“uyor “A—2L ‘UexITV “M—9 ‘UUNT (N "H—§ ‘1011090 "H “M— 


‘SUISIY “d—1Z “101109 “H "A—92 ‘leqdweD “ad ‘H—Sz * 


‘PP “OCU 
Zz ‘XOD ‘A ‘V—FZ ‘UOSsuspuNny ‘WG 


1OJUIM “SIN—9T “107UTM “A “D—ST 
paedays ‘gq ‘WV—SsI ‘U0JIed uyor—ZT ‘}enoy{ "N 





F ‘PIelA “A—gE ‘UosdeW “DO ‘A—Z ‘HEeMMIPH “I “f—L ‘Moy LNoug 


eo ri th. 


LEGT INBNY YIGT OF YIOT 
‘Od ‘UMANOONVA ‘ONILAAW TIVONNV HLA ALYIBL 


syUeyUNOIV persywey’) jo uoTyeloossy7 UOTUTUNOC] eu L 


QUDJUNOIIV PILAIDYD UNLIPDUDY PY —eNSS? LEG] 40QO0PO 0} QuUamaiddny 
—8 
€% ‘lle “H ‘V—<2s ‘oIpunW “D) “[—Ts 


“19USBM 
ieying ‘S "M—6 ‘UOSspieyoIy ‘q—s ‘uOjs 


| 
| 
} 
} 





THE DOMINION ASSOCIATION OF 


CHARTERED ACCOUNTANTS 
HELD ITS 35™ ANNUAL 
MEETING THIS WEEK 
IN VANCOUVER... 

PRESIDENT OF THE ‘ é 

BC. INSTITUTE OF CAS 

iS G.F. GYLES 


PROMINENT 
LOCAL 


YACHTSMAN 














































AN ACCOUNTANT 
FRom 
MissouRi 
SHOULD BE 
SOME THING. 
E.w. 
* WAGNER 
OF ST LOUIS 
REPRESENTING 
THE v.S. 
INSTITUTE 


6 C VICE- 
PRES!IDENT 
E.c. 
MAPSON 

«* Gowr ) 
A DOMINION 
PAST PRESIDENT 
JT GRAY MUNDIE, 
OF WINNIPEG 
ETJovED HIS 
GAME AT JERICHO 
IN THE 
CONVENTION 
TOURNAMENT 


— ly ws. BUTTAR 
oe 1s ALSO A 


4- “\ MEMBER OF THE 
Me FIRST CA 







BEST FACE AT THE 
SESSIONS BELONGED 


TO J M.M&CONAHEY 
REPRESENTATINE OF 


9 THE SEATTLE SOCIETY 
/ OF ACCOUNTANTS 


INSTITUTE, THE 
EDINBURGH 

INSTITUTE oF 
ACCOUNTANTS 


e 
SCOTSMAN H.D. CAMPBELL 
OF THE CONVENTION COMMITTEE 


DIDNT KNOW QuiTE WHAT To 
SAY WHEN ASKED IF HE 
COULD PLAY “ THE 
) CAMPBELLS ARE 
CominG.” ON A 
' , 
sed, a 7 


VACUUM CLEANER 


AS THE CARTOONIST SAW THEM 


Supplement to October 1937 issue—The Canadian Chartered Accountant. 





SOME ATTENDING THIS YEAR’S ANNUAL MEETING 













DOMINION 


PRESIDENT GEORGE 
E.WINTER, FCA 
OF VANCOUVER 5 


“AND SECRETARY 
OF THE DOMINION 


ASSOCIATION , A.H.CARR 
OF TORONTO. 











GENERAL NOTES 


GENERAL NOTES 
Report of Annual Meeting 


The thirty-fifth annual meeting of The Dominion As- 
sociation of Chartered Accountants was held in Hotel 
Georgia, Vancouver, Wednesday and Thursday, 18th and 
19th August last and, as will be noted below, was well 
representative of the profession throughout Canada. The 
Executive Committee met on the previous Monday morn- 
ing, and the Council on Monday afternoon and all day 
Tuesday. The President, Mr. George E. Winter, F.C.A., 
presided at the sessions. According to the report of the 
registration committee the attendance of members of pro- 
vincial Institutes was as follows: 


Oe ee 20 
British Columbia ............ 93 
SO reer 11 
New Brunswick ............. 1 
EN 6 bk a nabs a hae ns 2 
I te hai od ares bin o's a ois 4 
Prince Edward Island ........ 1 
RNS iba x wrk eh ala a 7 
Saskatchewan .............. 8 

— 147 

Visitors, including ladies ........ 130 

eee ea ken hah ee exe 277 


Other societies of accountants were represented at the 
meeting by the following: Mr. E. H. Wagner, St. Louis, 
Missouri, representing the American Institute of Account- 
ants; Mr. James M. McConahey, Seattle, representing the 
Washington Society of Certified Public Accountants; Mr. 
W. S. Buttar, Vancouver, (a member of the Society of Ac- 
countants in Edinburgh, the oldest society of accountants 
in the world) representing the Scottish Societies of Char- 
tered Accountants, and Mr. Frank Richardson, Vancouver, 
representing the Society of Incorporated Accountants and 
Auditors of Great Britain. 

At the opening session on Wednesday morning the 
members of the Association were welcomed to the Province 
of British Columbia by Fred Crone, Esq., M.L.A., on behalf 
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of the Provincial Government, and to the City of Vancouver 
by Alderman T. H. Kirk on behalf of the Mayor and council. 

The Institute of Chartered Accountants of British Col- 
umbia was host to the profession this year, and Mr. G. F. 
Gyles, the President of the Institute and Chairman of the 
Committee on Arrangements, extended a hearty welcome 
to all. 

In his reply to the addresses of welcome, Mr. A. B. 
Shepard, Toronto, immediate Past President of the As- 
sociation, expressed the thanks of the visitors to the Prov- 
ince and the City and observed that as many of the members 
of the other provinces had experienced the fine hospitality 
of British Columbia on previous occasions, they therefore 
felt like very close friends instead of visitors. 

Greetings were received from Lord Plender, London, 
England, and Bryan Pontifex (formerly of Ontario and now 
living in England). 

Proceedings of Meeting—In a forceful address at the 
opening session, President George E. Winter reported on 
the activities and progress of the Association for the year. 
His address is published in this issue of Taz CanapIAN CHaR- 
TERED ACCOUNTANT. 

Important matters of business were discussed, among 
which were the revised by-laws of the Association which 
were adopted, and the suggestion that an invitation be 
extended to hold an international congress on accounting 
in Canada at some future date. This suggestion, however, 
was not adopted. A copy of the proceedings of the general 
sessions will be sent shortly to the Secretary of each Provin- 
cial Institute and a report of the meeting will be published 
in the next Year Book of the Association which will be 
reaching members on or before 31st October. 

Reports—The reports of the nine Provincial Institutes 
showed that satisfactory progress had been made during 
the year and, with the summary thereof prepared by the 
Secretary-Treasurer, are published in the Year Book. Other 
reports presented included those of the Magazine and Pub- 
lications Committee, the Terminology Committee, the Legis- 
lation Committee and the Finance Committee, all of which 
are published in the Year Book. 

Other Addresses—At the general sessions three inter- 
esting addresses were given: “Educating our Students— 
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What is our Responsibility?” by Kris A. Mapp, F.C.A., To- 
ronto; “Problems of the Profession in the United States,” 
by Edwin H. Wagner, St. Louis, Mo.; and “Financial State- 
ments of Grain Exporters and Shippers,” by Wm. Aitken, 
C.A., Winnipeg. At the luncheon meeting on Thursday, 
M. E. Nichols, Managing Director of “The Vancouver Daily 
Province,” dealt with a pressing problem of to-day—“Our 
Duty to the Prairie Provinces.” His address appears in 
this issue. 


Entertainment — Ideal weather conditions, the natural 
beauty of British Columbia, a Committee on Arrangements 
that overlooked nothing in successful planning—all com- 
bined to make the social programme an enjoyable one from 
start to finish. The reception on Tuesday evening, the golf 
tournament and boat trip on Wednesday afternoon and the 
dinner dance the same evening, the luncheon on Thursday 
and the banquet the same evening, together with the variety 
of entertainment for the ladies, brought relief after stren- 
uous business sessions, and happiness to all. And in ad- 
dition to this, came the visit to Victoria on Friday with 
its scenic drive and afternoon tea, and the visit to the 
Butchart Gardens where the members and their ladies were 
shown so great kindness by Mr. and Mrs. Butchart. The 
British Columbia Institute, and Mr. Gyles and the members 
of his Committee on Arrangement received the hearty 
thanks of the annual meeting for the splendid entertain- 
ment which had been provided. 


At the banquet on Thursday evening, which proved a 
very happy one, the following were the guests of honour: 
Mr. Fred Crone, M.L.A., representing the Province of 
British Columbia; Dr. Leonard S. Klinck, President of the 
University of British Columbia; Alderman T. H. Kirk, Van- 
couver, representing his Worship the Mayor of the City 
of Vancouver, and Mrs. Kirk; Mr. Robert England, M.C., 
M.A., and Mrs. England; Mr. Mark E. Nichol of the Van- 
couver Daily Province; Mr. W. M. Carson of Vancouver, 
President of the Board of Trade; Dr. E. A. Cleveland, Vice- 
President of the Engineering Society of Canada, and Mrs. 
Cleveland; Mr. E. H. Wagner of St. Louis, the official repre- 
sentative of the American Institute of Accountants; Mr. 
James M. McConahey of Seattle, representing the Wash- 
ington Society of Certified Public Accountants; Mr. William 
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Frederick Gardiner, Vice-President of the Architectural In- 
stitute of British Columbia; and Mrs. Hall, Vancouver. The 
principal speaker was Professor Robert England of the Uni- 
versity of British Columbia whose address, “The Gods of 
the Copybook Headings,” stressed the need today of ob- 
serving the maxims at the head of the copybooks of our 
old school days, and of realizing that the great need in all 
- business relationships is integrity. ‘We cannot,” he said, 
“blink at collective integrity because we get collective re- 
sponsibility.” 

Officers—Following are the officers of the Association 
for the year 1937-38: President, Frank A. Nightingale, 
C.A., Halifax; Vice-President, W. E. Hodge, F.C.A., Moose 
Jaw; Immediate Past President, George E. Winter, F.C.A., 
Vancouver; Chairman Legislation Committee, Kenneth W. 
Dalglish, C.A., Montreal; Chairman Finance Committee, 
Colonel A. E. Nash, F.C.A., Toronto; and Secretary-Treas- 
urer, Austin H. Carr, M.A., C.A., Toronto. 


George C. McDonald Further Honoured 


The election of Mr. George C. McDonald of Montreal 
to the office of President of the Canadian Chamber of Com- 
merce at its annual meeting in Vancouver last month is 
another of the many honours which have come in recent 
years to our distinguished President of 1933-34, 

Mr. McDonald graduated in Arts at McGill University 
in 1904 and, after serving his apprenticeship with a firm 
of chartered accountants, commenced the practice of his 
profession for himself in 1911. Since that time he has been 
senior partner of the firm which now bears the name of 
McDonald, Currie & Co. 

He served overseas for the entire duration of the war, 
being very badly wounded on two occasions and being 
decorated for gallantry. 

Mr. McDonald is a Past President of the Montreal 
Board of Trade, the Montreal Canadian Club, the Society 
of Chartered Accountants of the Province of Quebec and, 
as already mentioned, the Dominion Association of Char- 
tered Accountants. He recently sat as one of three mem- 
bers of the Alberta Natural Resources Commission and the 
Saskatchewan Natural Resources Commission, being the ap- 
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pointee of the Dominion government in the arbitration of 
subventions paid and to be paid by the Dominion govern- 
ment to the provinces. 

He also sat as a member of the Quebec Electricity Com- 
mission which was appointed to enquire into questions of 
public and private ownership of hydro-electric utilities and 
related problems. 

Mr. McDonald is Chairman of the Finance Committee 
of the Board of Governors of McGill University, and also 
sits as a member of the McGill Senate, and is a member 
of the Board of Management of the Montreal General Hos- 
pital. 


Civil Aviation in Canada 

In the shipment of freight and express by air, Canada 
leads the world. By the use of the aeroplane, the mining 
fields of our vast northern regions, otherwise accessible 
only by dog team in winter and canoe in summer, are 
brought close to the commercial and financial centres of 
Canada. Natural conditions have encouraged the develop- 
ment of this traffic since the lakes in Canada’s northland 
provide suitable landing fields for planes carrying pontoons 
in summer and skis in winter. The work of commercial 
aircraft operators includes also forest fire patrols, timber 
cruising, air photography, flying instruction, advertising 
and short passenger flights. The inauguration of a trans- 
Canada passenger and mail service is expected shortly. 

In 1936, excluding the flights made by the twenty-two 
flying clubs and the forest fire patrols of provincial gov- 
ernments, the commercial aircraft of Canada made 108,582 
flights totalling 7,100,401 miles in 76,443 hours, an average 
flight of 42 minutes. Freight and express amounted to 
22,947,105 lbs. and mail to 1,107,060 lbs., an increase of 
28% over the freight and mail total for the previous year. 

The number of civil aircraft licensed for service in 
Canada in 1936 was 450, the total number of air harbours 
being 155. The high degree of efficiency with which the 
air service is managed is indicated by the fact that of the 
total 250,756 crew and passengers carried during the year, 
there were only twenty accidents resulting in death or in- 
jury. 
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Commerce Courses at Manitoba University 


The University of Manitoba has instituted this year a 
four-year course of instruction leading to the degree of 
Bachelor of Commerce (B.Com.). As yet, the course is 
outlined only to the end of the general work contained in 
the first two years. The Department of Commerce is to 
be assisted by contributions from the Departments of Econ- 
omics and Actuarial Science and from the Manitoba Law 
School. We note that William Gray, C.A., and Walter J. 
Macdonald, C.A., members of the Institute of Chartered 
Accountants of Manitoba, are members of the University 
Committee associated in the administration of the course. 


Hall of the Institute of Chartered Accountants in England 
and Wales 

The Institute of Chartered Accountants in England and 
Wales has issued a beautifully illustrated booklet concern- 
ing its spacious Hall in Moorgate Place, London. 

The building was started in 1890 and has been enlarged 
from time to time, but this has in no way detracted from 
its architectural beauty and harmonious wholeness. The 
booklet shows the halls and main staircase to be elaborate 
in detail, but it is the “domed, columned, galleried and 
frescoed” council chamber in which the architect has given 
free reign to his art. The library and Oak Hall are spacious 
and of architectural beauty. 

According to the booklet, the building provides accom- 
modation not only for administrative work but also for the 
meetings of its members and students, for examinations of 
clerks, and for company meetings. 


Gold Stores 
At the time of the “flight from gold” in 1931 the world 
supply of the precious metal was valued at approximately 
$11,000,000,000. Due to the rise in price, and the increase 
in volume arising out of dehoarding and mining, the stock 
on hand has practically doubled in the last six years. Gold 
stocks as estimated at 1st July last, according to The 


290 








GENERAL NOTES 


Monthly Bulletin of Statistics published by The League of 


Nations, were as follows: 
In millions In millions of 
of old U.S.A. U.S.A. dollars 
gold dollars atnew valuation % 


United States and Canada .......... 7,365 12,466 54.6 
PE eile ek b Vb ica ead aclewee + 04's 1,608 2,724 11.8 
i BR ee 1,593 2,700 11.8 
Other European countries .......... 1,864 3,158 13.8 
I noc 0b ceccceee wes see ene ss 1,078 1,828 8.0 


Total (excluding Russia, Italy and 
Spain, for whom no record was 
MND © SSS Sco wckies bab ce slawen 13,508 22,876 100 


Occupational Exchange of Population with United States 


In an address given in Kingston recently Dr. R. H. Coats, 
Dominion Statistician, analyzed the extent to which Canada 
and the United States have exchanged populations. The 
Canadian census showed that the American-born in Canada 
made up 4.27% of the total occupied in industry and the 
various callings, this percentage (with very little variation 
from the general average) being spread over all trades, 
callings, professions, crafts and industries. 

On the other hand the United States census showed the 
Canadian as 9% of the entire foreign-born population, 
amounting to “the large figure of 1,280,000 or over three 
and one half times the American-born in Canada.” The 
average length of residence of an American in Canada is 
18.4 years while the Canadian stays with his American 
cousin for 27.3 years. With some exceptions the Canadian 
has invaded all occupational fields in the United States in 
fairly. proportionate numbers. Farming and contingent 
occupations requiring capital (dairying excepted) have been 
avoided. Forestry and fishing, pulp and paper, woodwork- 
ing, leather, textile, and transportation, in the order named, 
have been the industries and occupations which have been 
chiefly followed by the Canadians who have crossed to the 
United States. 
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LEGAL DECISIONS 


[Epiror’s Note: The following judgment of the Exchequer Court 
of Canada is published in the Canada Law Reports, Part V, 1937.] 


Income War Tax Act—Personal corporation controlled by 

executors and trustees appointed by will of the principal 

shareholder continues to be a personal corporation after 
the death of such principal shareholder 


(Port Credit Realty Ltd. v. Mimster of National Revenue) 
Exchequer Court of Canada 


Appellant company, capitalized at 10,000 shares, was 
incorporated in the Province of Ontario for the purpose 
of holding for and on behalf of one, James Harris, resident 
in Ontario, his bonds and securities in corporations located 
outside of Ontario, he holding 9,995 shares in appellant 
company, the balance being held by the incorporators. 

James Harris died January 1, 1929, and by his will, 
after providing for certain specific legacies, bequeathed the 
residue of his estate to the executors named therein upon 
certain trusts, to pay income therefrom to his wife and 
children and distribute the corpus to his children on certain 
conditions. After the death of James Harris, as well as in 
his lifetime, appellant had no assets other than the securi- 
ties assigned to it by him and the dividends from these 
securities constitute the only income appellant receives ; this 
income is immediately turned over to the estate which pays 
all expenses. Appellant company is controlled by the exe- 
cutors and trustees named in the will of James Harris. 

Appellant from the date of incorporation and for five 
years after the death of James Harris, was assessed as a 
personal corporation for income tax. In 1935 appellant was 
assessed as an ordinary corporation, the assessment being 
confirmed by the Minister of National Revenue from which 
decision appellant appealed. 

Held: That appellant company continued to be a per- 
sonal corporation for income tax purposes after the death 
of James Harris.—[1937] Ex. C.R. 88. 
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[Epitor’s Note: The following are brief summaries of recent de- 
cisions of the Canadian Courts as taken, by the kind permission of 
the Canada Law Book Company, from the Dominion Law Reports. 
In each case reference is made to the volume of the Reports where the 
full judgment may be found. It should be kept in mind that the de- 
cisions given may not in every case be final.] 


Bankruptcy—Proof and amendment of claims—Settlement 
—Conversion of Securities 


(Re Stobie Forlong & Co. & Colwell) 
Ontario Court of Appeal 


Proof of claim or amendment thereof to prove proper 
amount is permissible under the Bankruptcy Act, s. 163, 
up to the time of the final distribution of assets. Where in 
a settlement with creditors a new company is formed to 
take over the bankrupt’s business, and debentures are issued 
by it against the claims, a creditor who has filed his claim 
for his equity in stocks pledged as collateral, receiving the 
debentures for his claim, has the right to file an amended 
claim for the conversion of his securities he discovered 
subsequent to the filing of his original claim, which the 
trustee in bankruptcy is bound to recognize and issue ad- 
ditional debentures for.—[1937] 3 D.L.R. 380. 


Companies — Corporate powers — “Sale, barter or disposi- 
tion” — Storage — Ultra Vires 


(Neily v. Brooklyn Fruit Co.) 
Nova Scotia Supreme Court 


The power of a fruit company under its enabling statute 
(R.S.N.S. 1923, c. 70, s. 14) to regulate any matter con- 
nected with its “internal affairs,” and the “sale, barter or 
disposition” of fruit grown by shareholders, does not.confer 
upon it the right to regulate the storage of fruit, and a 
by-law requiring a shareholder to store his fruit in the 
company’s warehouses or lose his status as shareholder in 
the event of his failure to comply with it, is ultra vires and 
not binding on the shareholder; where stricken from the 
register on such ground, the Court will order reinstate- 
ment.—[1937] 3 D.L.R. 198. 
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TERMINOLOGY DEPARTMENT 


The articles in this department, unless otherwise stated, are or- 
iginally written by the Department of the Terminolosy Committee, 
and after submission to its members, are revised to conform with 
suggestions offered by them. The views expressed are those of a ma- 
jority of that Committee, and therefore must not be taken necessarily 
as those of each member. 

If it should be thought that any articles include too much primary 
or elementary matter, readers are asked to realize that the Committee 
hopes these articles will be of especial value to Students-in-Accounts; 
and it is believed that, to impart a thorough understanding too much 
emphasis cannot be placed on the fundamental principles on which 
the ideas connoted in the term defined are based. 


(continued from previous issue) 

Administrator: To “administer” is to serve (Latin, ad, 
ministra) therefore an administrator is one who serves. By 
usage, however, the service implied by the word is that 
given in an executive capacity where the duties are more 
or less defined and follow certain prescribed lines, and differ 
from managerial duties which may include the active exer- 
cise of individual initiative in the carrying on of a business. 
This is the generally accepted shade of meaning given to 
the term, although it is not always strictly adhered to, e.g., 
“Administrative Expenses” is a heading frequently found 
in accounts to describe certain expenses applying purely 
to management. 

The term is most often used as meaning a person in 
charge of the estate of a deceased person (see below). It 
is also used to describe certain government officials; e.g., 
in Manitoba the officer in charge of Income Tax is known 
as the Administrator of Income Tax. The Superintendent 
of Bankruptcy carries on the “Administration of Bankrupt 
Estates,” while the heads of other departments are charged 
with the “administration” of certain Acts of Parliament, 
and are thus administrators in fact, although they may 
not bear that official title. 

In the matter of the estates of deceased persons, if a 
deceased person, (a) leaves no will, or (b) leaves a will, 
but appoints no executor, or (c) leaves a will appointing 
an executor who is unable or refuses to act, the Court 
appoints an Administrator to take over the estate and deal 
with it according to the terms of the will if there is one, 
or, if there be no will, in accordance with the laws of suc- 
cession. The administrator takes charge of the estate ac- 
cording to the terms of his appointment; temporary admin- 
istrators may act for special purposes. It is usual, but not 
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compulsory, for the Courts to recognize the wishes of the 

next of kin regarding the person or corporation (frequently 

a Trust Company) to be appointed. The Administrator 

must give a Bond to the Court for the due administration 

of his charge; this is not required of an executor, who, 
being named by the testator, is presumed to have his con- 
fidence. 

The usual forms of administration are as follows:— 

(a) General—except that there is no will, the duties are 
similar to those of an executor. 

(b) cum testamento annexo, “with the will annexed”; admin- 
istration according to the will. 

(c) de bonis non administratis, for completion of the admin- 
istration where the executor or administrator ceases to 
act (e.g., by death) before the estate is completely ad- 
ministered. 

(d) pendente lite, pending litigation. 

(e) ad litem, to represent the estate in litigation. 

(f) durante minore aetate, during the executor’s minority. 

(g) durante absentia, during the executor’s absence abroad. 

Advance: A term often, but erroneously, used to de- 
scribe a loan. The word “Advances” should be used only 

for payments which are made, literally, “in advance”; e.g., 

advances to travellers for expenses, payments on account 

of a contract prior to its completion, payments on account 
before due date, or advances on salaries, etc. The term 

“advances to subsidiaries” often found in balance sheets 

is probably in many cases incorrect as meaning debts which 

should be described as “Amounts owing by subsidiaries.” 

Debts in the form of loans should be described as such; 

and to combine “Loans and Advances” into one item on a 

balance sheet might be quite misleading, especially if the 

terms of repayment or other important conditions were 
materially different in each class of indebtedness. 
Affidavit: A statement in writing drawn in prescribed 
form, signed by the deponent and sworn to under oath by 
him before a Commissioner or other functionary legally 
empowered to administer oaths. The term implies pledg- 
ing one’s faith; the oath itself is in effect an imprecation 
on himself by the swearer if the statement is untrue. This 
is more apparent with oaths under some of the so-called 
pagan religions than with the Christian or Jewish Oath. 
Whatever the Gods may do to one who swears that which 
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he knows is untrue, there are severe secular penalties for 
anyone proven guilty of this. 

Affirmation: A form of solemn declaration without an 
oath made instead of an affidavit by persons of no religion, 
or by religious persons who have a conscientious objection 
to taking an oath (e.g., Quakers). The secular effect is 
precisely the same as that of an affidavit. 

Affiliated Companies: Corporations related to each other 
by a common ownership; the subsidiaries of one parent 
company. (See Allied Companies). 

Agreement: A contract or bargain either oral or written 
between parties; the reconciliation of two or more minds 
as to anything done or to be done. In balance sheets, the 
term “Agreements for Sale,” or more explicitly “Agree- 
ments for Sale of Real Estate” are used to describe the 
amount still outstanding for real estate sold on extended 
terms, and for which Sale Agreements have been entered 
into. The term Agreement may also be used to represent 
assets consisting of valuable rights or concessions under a 
contract of agreement. 

Allied Companies: Corporations which by consent or 
agreement are operating either partially or wholly by co- 
operation with each other; e.g., by common control or man- 
agement, operating or financial relationships, etc. Affiliated 
Companies are naturally also allied, but the term “affiliated” 
implies a much closer relationship. (See Affiliated Com- 
panies). 

Allotment: Literally, to distribute, to set apart in lots, 
parcels or portions, etc. In Company practice the term is 
used for the distribution of shares or bonds among ap- 
plicants or subscribers, according to applications received 
or in pursuance of contracts entered into. It is usual for 
a subscriber to apply for a certain number of shares “or 
such less number as the directors may allot,” so that if 
the issue is oversubscribed, the Directors may make ad- 
justments accordingly. Allotments should always be made 
by Directors’ resolutions; the letter advising the subscrib- 
ers of allotment is known as a “Letter of Allotment.” Con- 
versely, letters sent to subscribens whose applications can- 
not receive consideration at all are called “Letters of Re- 
gret.” 

Allowance: A rebate or reduction of a debt owing; a 
deduction from weight, quantity or price for certain rea- 
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sons; e.g., overcharge, damaged goods, low quality, short 
weight, etc. In trade, allowances are usually made by way 
of compromise, to prevent the goods being returned; thus 
it is quite correct to merge the annual total with actual 
returns and show as one figure in the Trading Account as 
a deduction from Sales, usually with the words “Less re- 
turns and allowances.” While some concerns keep separate 
accounts for returns and allowances, this would seem quite 
unnecessary unless especially fine statistical reports are re- 
quired (see Discount). Provisions for depreciation, bad 
debts and amortization are sometimes, though incorrectly, 
referred to as allowances. 

Alterations and Improvements: This term is used to 
describe changes made in buildings or other premises, which 
enhance their value, and must be distinguished from mere 
actual repairs, the costs of which are definitely a charge 
to revenue. As to whether “alterations and improvements” 
may be added to Capital Expenditures or should be charged 
to Revenues must depend on circumstances and the reasons 
for the changes. The general rule is that if they are nec- 
essary to maintain the earning power of the business they 
are a revenue charge. If, however, they are made to in- 
crease profits or constitute additional fixed asset values, 
it is proper for their cost to be added to that of Capital 
Assets, and for the relative depreciation reserves for fu- 
ture periods to be adjusted accordingly. 

In accounting for structural alterations of rented prop- 
erty it is usual to amortize the cost over the term of the 
lease. 

Amalgamation: Originally, an amalgam was a mixture 
or compound of some other metal with mercury, and to 
amalgamate was to make such a compound. By usage, the 
terms amalgamate and amalgamation became applied to 
other mixtures or mergers of all kinds. Thus the joining 
together of the assets and goodwill of two or more separate 
businesses and forming them into one business under one 
management is called an amalgamation. If the businesses 
are incorporated companies, it is usual to form a new com- 
pany to take them over, and also usually (but not necessar- 
ily) under a new name. The term implies a combination 
or an actual “mixing” of the assets and liabilities, and does 
not include the taking over of companies which are con- 
tinuing legal entities and are thereafter operated as sub- 


297 





THE CANADIAN CHARTERED ACCOUNTANT 


sidiaries, and whose management and accounts are main- 
tained separately. , 

An existing Company taking over a smaller Company’s 
business and merging the assets and liabilities into its own 
is actually making an amalgamation, but the term used 
for this operation is “absorption.” 

Amortization: From Latin, ad mortem, to death; French, 
amortir, bring to death; more colloquially, dying by inches. 
Used in Accounting to represent the gradual extinguish- 
ment of intangible accounts over a period of time usually 
related to each particular item. It may also be applied to 
the redemption of bonds through a sinking fund. Examples 
of expenditures usually subject to the process of amortiza- 
tion are— 

Premium on Lease (over the term of the lease) 

Discount and Costs of an issue of Bonds (over the life 

of the bonds) 

Cost of acquiring Patents (over the estimated service 
life of the patent, not to exceed its legal life) 
Preliminary Expenses (over a term set by directors) 

While the annual reservation for wear, tear, etc. of 
tangible fixed assets is actually a form of amortization, the 
accepted term for this is Depreciation. (q.v.) 


CORRESPONDENCE 


Note: The Terminology Committee is pleased to receive comments 
from members or subscribers on any matters connected with Termin- 
ology in general or the definitions suggested. For the purpose of 
publication the Committee would prefer any such comments to be 
signed. If, however, any correspondents prefer their comments to be 
published under a nom de plume, a request to that end, with the 
assumed name, will be gladly received by the Committee. 


Montreal, 2nd September 1937. 
The Editor, 
Dear Sir: 

In the September issue of THE CANADIAN CHARTERED ACCOUNTANT, 
there is a letter from Mr. Sharwood regarding payment of dividends 
out of realized Capital Surplus. 

In my opinion, Mr. Sharwood is correct in stating that provided 
the remaining capital assets are fully worth their book value, a 
realized capital profit may at any time be distributed by way of 
dividend to the shareholders. Further, it has been done repeatedly. 

As I understand it, in the eyes of the law there is only one sur- 
plus and that is shewn by the excess of assets over liabilities.and 
capital stock. It may not all be distributable because of some agree- 
ment or statutory provision to retain a certain amount of profit un- 
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distributed. As was said by the American Terminology Committee 
quite correctly, “Surplus is Surplus by whatever legal means acquired 
and is distributable as such, subject to the facts, legal aspects and 
moral restrictions applicable to each case.” The terms capital profits 
and revenue profits, as well as Capital Surplus, Earned Surplus and 
Distributable Surplus are the invention of accountants. These terms 
are unknown, as a rule, to lawyers. There is no mention of these 
terms, for instance, in the English Companies Act. 

Their history is interesting and may shed some light on accounting 
practice. 

From 1862 to 1908, Table A annexed to the English Companies 
Act provided that “no dividends shall be payable except out of profits 
arising from the business of the Company.” This was changed in 1908 
to read that “no dividend shall be paid otherwise than out of profits.” 
Companies were free, of course, to adopt all or any of the regulations 
of Table A. The effect, however, of the section introduced in 1862 
was that it divided profits into two kinds: 

(a) those arising from the business of the company 


(b) those not so arising. 

In English accounting terminology these became (a) capital profits 
and (b) profits. Even after the change in 1908, the distinction which 
had no meaning persisted. In English accounting today there is a 
profit and loss account and a capital profit or loss account. There is 
no use of the term Surplus, either Capital, Earned or Distributable. 

Surplus is an American term, meaning, as a rule, the balance of 
undivided profits. It may be capital or earned. The term Distributable 
Surplus is a Canadian invention. There is no real reason for its 
existence. Distributable surplus is merely one form of capital surplus. 
Surplus is the generic term for Capital Surplus, Distributable Surplus 
and Earned Surplus. 

The Dominion Act provides that dividends may not be paid out of 
Capital, with exceptions in the case of certain companies. This state- 
ment is clear and is, apart from the exceptions, merely declaratory 
of the common law. I have written on this subject on another occasion 
and have no wish to repeat what I then said. 

The Dominion Companies Act framed in 1934 incorporated Sections 
from the English Acts and the views of accountants and lawyers which 
were often at variance. This was amended by parliament and the 
result is our Dominion Companies Act. It would be too much to expect 
that it was logical or even consistent. 

Section 61, taken from the English Act, was incorporated in the 
Dominion Act presumably to conform to the legal theory that a 
company cannot reduce its capital stock without supplementary letters 
patent. From a practical point of view, it appears to an accountant 
that there is little difference between retiring a bond issue and redeem- 
ing preference stock. However, to the English lawyers, redeemable 
preference stock, although in common use here, was something new. 
You cannot reduce Capital without supplementary letters patent, there- 
fore it was not enough to provide that the company should have power 
to redeem preference stock. The main interest of the section, however, 
is that it tends to confirm views that but for the statutory power given, 
a Capital Surplus is not distributable. 

Section 61 therefore provides that unless the Capital redeemed 
is replaced, an equal amount must be transferred from Surplus and 
earmarked Capital Surplus. Any reduction of Capital, therefore, re- 
quires supplementary letters patent, and legal theory is satisfied. 
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This, however, is inconsistent with the Dominion Act in other respects. 

There has been much talk about Capital surplus, but what does 
it comprise? Very few accountants agree and some classify as Capital 
profits what others regard as non-recurrent profits. _ 

My view, for what it is worth, is that, apart from statutory re- 
quirements, entries on Capital Surplus Account should be restricted 
to a few cases, such as premiums on shares, surplus purchased or 
contributed. 

Profits on sale of capital assets, for instance, might well be dealt 
with as non-recurrent profits. 

In conclusion, may I commend the work of the Terminology Com- 
mittee for it represents a real contribution to Canadian accounting 
practice. 

Yours faithfully, 
(signed) H. D. CLAPPERTON. 


Note by the Chairman of the Terminology Committee 


I fully appreciate the interest shown on this point. However, the 
whole gist of the matter is contained in the second paragraph of Mr. 
Clapperton’s letter, and in the essentials, neither Mr. Sharwood nor 
Mr. Clapperton differs from the intent of the definitions given by the 
Committee. 

Since, however, the Committee’s definition does not appear to have 
been as clear as could have been wished, when the time arrives for 
the inclusion of these definitions in the dictionary now being compiled, 
an effort will be made to word it in such a manner that there will be 
no misunderstanding. 

Chairman, Terminology Committee. 


THE DEPUTY PROVINCIAL TREASURER OF SASKATCHEWAN 


Regina, 10th September 1937. 
Dear Mr. Carr: 

I have been interested in reading the articles under the “Term- 
inology Department” and it has occurred to me that it might be of 
interest to the Committee in charge of this Department if I mentioned 
an accounting term which is used only, I believe, in governmental 
circles, namely, “Virement”— 

a French word meaning a transfer. In governmental circles it 

means the practice of using funds voted for one service to pay for 

the expense of another under the authority of the Treasury. In 
other words, the deviation permissible between different votes 
and that permissible between sub-heads and auxiliary sub-heads of 

votes. See Durrell’s Parliamentary Grants, page 284. 

This expression, “Virement” will perhaps become more common 
and may possibly be used by accountants of firms who use the budgetary 
system. You will not find this word, “Virement,” in any English dic- 
tionary, which is strange as it is used so much in connection with 
British parliamentary grants. 

Yours sincerely, 
A. PERRING TAYLOR. 


Note: Mr. Parton, the chairman of the Committee thanks Mr. 
Taylor for this contribution, and states that the word and his definition 
will be included in the dictionary now being compiled.—A. H.C. 
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R. G. H. SMAILS, C.A., Editor 





NOTES AND COMMENT 


There appeared on an examination paper a short time 
ago a question as to the effect, upon profits and upon the 
capital investment, of an error in calculating the obso- 
lescence factor in depreciation. The candidate was to dis- 
tinguish between an error peculiar to one concern in an 
industry, and an error common to all concerns in an industry. 


It would seem to be necessary to reason from an as- 
sumption of perfect competition and, consequently, a pro- 
duct price determined by reference to the costs of the 
marginal (i.e. the highest-cost) producer in the industry. 
On this assumption the return to an individual concern 
which under-estimates the risk of obsolescence will be suf- 
ficient to provide for full obsolescence even though that 
provision is not made in the accounts. The proprietor, if 
he withdraws the whole of his apparent profit will in fact 
be receiving a normal return on his investment and in ad- 
dition be withdrawing a part of his investment. He suffers 
no loss—but of course his investment is reduced. 

On the other hand if the underestimate of obsolescence 
is common to all concerns in an industry the product 
will sell below its true cost (to the gain of the consumer) 
and if apparent profits are withdrawn in full the proprietor 
will be receiving less than a normal return on his invest- 
ment and, as before, be withdrawing a part of his invest- 
ment. The consumer in this case is being subsidized by 
the investor, the total amount of the subsidy being measured 
by the shortage on the depreciation reserve at the time 
the asset subject to obsolescence becomes obsolete and is 
scrapped. Converse reasoning could be applied to an over- 
estimate of the risk of obsolescence in either set of cir- 
cumstances. 

This analysis emphasizes the fact that in an industry 
in which obsolescence is a big factor in the cost of pro- 
duction it can only happen by pure chance that the con- 
sumer pays a “fair” or “economic” price for the product 
of that industry. The risk of obsolescence is calculable 
only within very broad limits and it is therefore equally 
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possible that the consumer is paying too high or too low 

a price. Have any of our readers a plan for remedying 
ig? 

this? a ” 

It is a principle of contract law, well established by such 
leading cases as Henthorn v. Fraser, and Bryne v. Van Tien- 
hofen that acceptance of an offer received through the mails 
- is complete and irrevocable so soon as the letter of accept- 
ance has itself been placed in the mails. One rather curious 
result follows from this rule—a telegram revoking the 
acceptance would be inoperative although it reached the 
offeror before the letter of acceptance did. Apparently 
there has not been a case directly on this point but it is 
difficult to see how the courts could now decide otherwise. 
“Nor” says Anson “is it easy to see that any hardship need 
arise from the law as it stands. The offeree need not ac- 
cept at all; or he may send a qualified acceptance, ‘I accept 
unless you get a revocation from me by telegram before 
this reaches you.’ ... If he chooses to send an uncondi- 
tional acceptance there is no reason why he should have 
an opportunity of changing his mind which he would not 


9? 


have enjoyed if the contract had been made inter praesentes. 
* * * 


STUDENTS’ ASSOCIATION NOTES 


BRITISH COLUMBIA 

On September 2, the annual Field Day and General 
Meeting of the Students’ Society took place, winding up 
another year’s activities. 

The sports consisted of golf and tennis matches and 
attracted a much larger attendance than in the past, due 
in part to the perfect weather of the day. The tennis cup, 
donated by Messrs. Haydn-Young and Buttar, was won by 
Brian Power. The Gyles-Foster cup for low net at golf 
was captured by Stuart Agnew. 

After the sports all the members adjourned to the 
Pacific Athletic Club for dinner and presentation of prizes, 
followed by election of officers for the ensuing year. 

A popular innovation at the dinner was the presenta- 
tion of scrolls of welcome to all new students since the 
last annual meeting, and the introduction of the members 
to one another. 
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The feature event of the night was the enthusiasm with 
which a vote of thanks to N. S. Cowan, Honorary Secretary- 
Treasurer, was passed by all present in appreciation of his 
untiring and unfailing attention to the interests of the 
society. 

The new council elected was as follows, K. W. Atkinson, 
W. J. Barrett-Lennard, Jr., J. W. Bootle, N. S. Cowan, 
J. M. Godfrey, J. A. McIntyre, B. W. Power. 


QUEBEC 

Although the plans for the autumn season’s activities 
of the Chartered Accountants Students’ Society of the 
Province of Quebec are not yet ready to be announced, the 
organizing committees are preparing programmes which 
promise to be of a wider scope than last year’s. 

We are fortunate this year in that our membership has 
increased due to the action of the Senior body in requiring 
the enrolment of all Registered Clerks in the Students’ 
Society. It is now the aim of the committee to interest 
more of the recently graduated chartered accountants and 
it is hoped that our programme as planned will accomplish 
this while still fulfilling the needs of the students. 


* * * 


CORRESPONDENCE 


Montreal, Quebec, 
August 27th, 1937. 
The Editor, 
The Students’ Department. 
Dear Sir: 

I would suggest that you ask the party raising the technical point 
on page 141, to carry his point to include any and every class of 
artisan or tradesman that the directors might require to do some 
work for the company they represent, i.e., a plumber, carpenter, 
charwoman, etc., etc. 


Yours truly, 
(Signed) F. W. Sharp. 


September 8th, 19387. 
The Editor, 
The Students’ Department. 
Dear Sir: 

“A” commenced a retail business in January 1927 investing 
$30,000.00 cash. Two years later “B” and “C” joined him as em- 
ployees. In December 1930 a private company was formed to take 
over A’s business. The Trial Balance just prior to the formation 
of the company was as follows:— 
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IE | 5.2 scsi ctsid 5 ne at's sdwise od eeoNs $ 620.00 
2 aE eee ree 4,373.00 
Asetuiite TectvAMe .... 2... ce cescccccee 66,555.00 
PII. Se ORE a bine celet sd di cw secnss 60,012.00 
Municipal and Industrial Bonds .......... 125,000.00 
PURMICUTS BNA PIKE 2.00. cccccccccees 61,720.00 
Reserve for Depreciation 

Furniture and Fixtures .............. $ 19,480.00 
I a Per errr rere 20,130.00 
RT NG sole sh coun sae sess acess 66,830.00 
a. ESE A ee AO er omer ee 33,600.00 
Rr RMI hee Saw dbus 6 cduneee ensure 178, 240.00 


$318,280.00 $318,280.00 


As “A” was to receive the bonds amounting to $125,000.00 for 
Goodwill the trial balance after the Limited company was formed 
was the same except that Goodwill appeared at $125,000.00 and the 
bonds were eliminated. The Capital stock with the exception of 5 
shares at $10.00 each was all held by “A.” 

Shortly after the company was formed “B” and “C” were given 
an opportunity to buy shares in the company each paying in $5,000.00 
and receiving a salary bonus of $5,000.00 so that he would have 
$10,000.00 stock in the company. 

At the end of December 1936 “B” desires to leave and the Presi- 
dent “A” who already owns about 90 per cent. of the stock wishes 
to purchase “B’s” stock. As to what is to be paid “B” the President 
suggests that the question will be left entirely in the hands of the 
Auditor and his figures will be binding on both. “B” agrees to this 
arrangement. 

The Company is well known and has a splendid reputation for 
fair dealing with its customers. 

Below is a memo of the Profits and Dividends for the past 5 
years. 1932 was the only one of the 10 years a loss was shown. 


Net Profits Dividends % on Capital 
received by “B” Stock 
1932 $ 32,250.00 (loss) nil 
1933 23,356.00 750.00 7% 
1934 70,722.00 2,400.00 24 
1935 59,107.00 3,000.00 30 
1936 103,870.00 3,750.00 87% 
Trial Balance at 31 December, 19386 was: 
EN NIN 58 os ecg 5h 2c ka Se Ov $ 660.00 
TE si ceeS Sb ba padaase seus yaaess 51,360.00 
GOONS TROBRIVEIS 6c... ccc cccccccces 144,690.00 
I eh ei psiva g's daa nips esis tees sie 123,380.00 
Furniture and Fixtures ................ 152,450.00 
SE hia a biiisnieaSe cabanas sss 60s 20:0 125,000.00 
Furniture and Fixtures 
Depreciation Reserve .............+.. $ 86,760.00 
I IED: 6.55 occ cccscscencce seen 211,420.00 
SS eee set keer 198,290.00 
PE IE sis cen we sede ised sass ee 101,070.00 


$597,540.00 $597,540.00 
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I would appreciate having several opinions as to the following 
questions. 

1. Should the Auditor have taken the position of final arbitrator 
in this matter? 

2. On what basis should goodwill have been figured? 

3. What should “B” receive for his $10,000.00 stock? 

Yours very truly, 
“Subscriber.” 


[We hope that some of our readers will express their views on 
this problem. Editor] 


* * Eo 


PROBLEMS AND SOLUTIONS 


Solutions presented in this section are prepared by a practising 
chartered accountant of the Institute from whose examinations the 
problem is taken and represent his views and opinions. They are 
designed not as models for submission to the examiner but rather as 
such discussion and explanation of the problem as will make its study 
of benefit to the student. Discussion of solutions presented is cordially 
invited. 


PROBLEM I. 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF 
ONTARIO. ‘ 


INTERMEDIATE EXAMINATIONS, DECEMBER, 1936. 


Accounting No. 1, Question 6. 


Black, Brown and Green operate a business as a partnership. 
Under the partnership agreement there are the following provisions: 


(a) Profits (in excess of salary allowances)— 
Black % 


Green % 
Brown % 
(b) Salaries 
Black $4,000.00 
Green 8,000.00 
Brown 3,500.00 
(c) Interest on Capital 5% per annum. 


(d) Partners Capital Accounts— 
Black $ 8,000.00, 
Brown $20,000.00, 
Green $12,000.00. 
(e) Goodwill on retirement of a partner to be based on two years 
net operating profits of business (before partners salaries). 
The 1934 and 1985 operations each showed net profits of $20,000.00 
before partners’ salaries, but there was a loss in 1935 of $5,000.00 
on the realization of an investment. The partners withdrew cash 
during the year, as follows: 
Black, $8,000.00; Brown, $3,500.00; Green, $4,000.00. 
At the end of the year Black retires from the partnership and is 
paid in cash for his interest therein. Goodwill was carried on the 
partnership books at $3,000.00. After the retirement of Black, 
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Brown and Green want goodwill to show on the books at the old 
figure of $3,000.00. 
(a) Show the transactions for the year in the partners’ ledger 
accounts. 
(b) Show and explain the journal entries relative to goodwill. 


SOLUTION 


(a) The partnership operated by Black, Brown and Green would 
divide the profits for 1935 as follows: 
Operating Profit (before partners’ salaries) $20,000.00 
(Provision apparently already made for 
Interest. on partners’ Capital Accounts) 


Deduct: 
Partners’ Salaries: 


10,500.00 


Loss on Realization of 
Investment ......... 5,000.00 15,500.00 


Balance of Profits to be distributed 
amene Partners ........0.00. $ 4,500.00 


Divided thus: 
Black 


% $ 2,250.00 
Green % 1,125.00 
Brown y% 1,125.00 $ 4,500.00 


The transactions for the year in the partners’ ledger accounts 
would appear as follows: 


BLACK—CAPITAL ACCOUNT 


—_ Credit 
1935 
a 31 To Current Accoun' Jan. 1 Balance at credit .... $ 8,000.00 
Balance oo $ 1,850.00 Dec. 31 By One-half of - 
Dec. 31 To Cash Settlement will Adjustment ... 18,500.00 
of Account ...... 25,150.00 
$26,500.00 $26,500.00 
BLACK—CURRENT ACCOUNT 
1935 1935 
Dec. 31 To Cash — Drawings Dec. 31 By Interest on Capital 
Sor BOR ciccicess $ 8,000.00 for Year at 5% ..$ 400.00 
Dec. 31 By Salary for Year .. 4,000.00 
Dec. 31 By One-half Profits 
for Year ........+. 2,250.00 
Dec. 31 By Balance transferred 
to Capital Account 1,350.00 
$ 8,000.00 $ 8,000.00 
BROWN—CAPITAL ACCOUNT 
1935 1935 
Dec. 31 To One-half Goodwill Jan. 1 Balance at credit ... $20,000.00 
djustment ....... $18,500.00 Dec. 31 By One-quarter Good- 
Dec. 31 To Balance Forward 10,750.00 will Adjustment .. 9,250.00 
$29,250.00 $29,250.00 
Dec. 81 By Balance ......... $10,750.00 
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BROWN—CURRENT ACCOUNT 
1935 1935 
Dec. 81 To _— Drawings for Dec. 31 By Interest on Capital 
Wee Sasawesesces $ 3,500.00 for year at 5% ... $ 1,000.00 
Dec. 31 To = forward . 2,125.00 Dec. 31 By Salary for year .. 3,500.00 
Dec. 31 By One-quarter profits 


Gem WORF 6c cccccces 1,125.00 
$ 5,625.00 $ 5,625.00 
Dec. 31 By Balance ......... $ 2,125.00 
GREEN—CAPITAL ACCOUNT 

1935 1935 

Dec. 81 To One-half of Good- Jan. 1 By Balance at —— $12,000.00 
will Adjustment .. $18,500.00 Dec. 31 By One-quarter of 

Dec. 31 To Balance ......... 2,750.00 Goodwill haiestnent 9,250.00 
—__—__ $21,250.00 
$21,250.00 =—__— 
ss Cl gc. Si By Balamed ...2ccc0e $ 2,750.00 


GREEN—CURRENT ACCOUNT 


1935 1935 
Dec. 31 To Cash — Drawings Dec. 31 By Interest on Capital 
a eer ree $ 4,000.00 for Year at 5% .. $ 600.00 
Dec. 81 To Balance ......... 725.00 Dec. 31 By Salary for Year.. 3,000.00 
Dec. 31 By One-quarter Profits 
SE WOE ca ccebuce 1,125.00 
$ 4,725.00 $ 4,725.00 
Dec. 31 By Balance ........ $ 725.00 


( b) JOURNAL ENTRIES RELATIVE TO GOODWILL 
ON BOOKS OF BLACK, GREEN AND BROWN 


1935 Dr. Cr, 
a ee re $37,000.00 
To Black Capital Account ........ $18,500.00 
Green - rrr 9,250.00 
Brown “ Win. cde ewee 9, "250. 00 


To increase book value of Good- 
will on partnership books to 
$40,000.00 being two year’s oper- 
ating profits of the business— 
before partners’ salaries as per 
partnership agreement on re- 
tirement of Black. 

= Profits for two yoeee: 


iy Sree re” $20,000.00 

SO aXe ie ke Pea 20,000.00 

MO sere $40,000.00 
Less: Book Value of 

Goodwill ........ 8,000.00 


Increase in 

Value of Gonder $37,000.00 
Divided among part- 

ners in the same 

proportion that 

they share profits 

Black 4% $18,500.00 

Green % 9,250.00 

Brown % 9,250.00 37,000.00 
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ON BOOKS OF GREEN AND BROWN 


(After retirement of Black) 


1935 
Dec. 31 Green Capital Account ......... Dr. $18,500.00 
Brown Capital Account ......... Dr. 18,500. 
i SO cy oa se ceoes dso oe $37,000.00 
To reduce book value of Goodwill 
from $40,000.00 to $3,000.00 per 
agreement. 
Reduction of $37,000.00 divided 
equally between the two part- 
ners Green and Brown, as 
they were equal partners be- 
fore Black withdrew. 


PROBLEM II. 


THE INSTITUTE OF CHARTERED ACCOUNTANTS OF 
ONTARIO 


FINAL EXAMINATIONS, DECEMBER, 1936. 


Accounting No. 1, Question 3. 


Y Limited (Ontario Charter) having its head office and main plant 
in Toronto also maintains a branch in Montreal where there is a 
plant fully equipped to manufacture a similar product to that produced 
by Toronto. All books and records pertaining to the operations of 
the branch are kept in Montreal. Each office colede its own accounts. 

(a) The following is an outline of the procedure followed in respect 

to the finances at the branch: 

(1) Funds necessary for carrying on operations are transferred 
bi-monthly from Head Office to the Branch Operating Bank 
Account in Montreal and these transfers are based on a 
detailed operating budget submitted by the branch covering 
estimated requirements for these periods. 

(2) All monies received by the branch, other than from Head 
Office, are deposited in the Branch Deposit Bank Account 
in Montreal subject to withdrawal by the Head Office only. 

(b) Certain classes of merchandise are manufactured at the To- 

ronto plant only, while there are other classes, which for rea- 

sons of economy are manufactured at the Montreal plant only. 

Such classes of merchandise are sold by both Head Office and 

the Montreal branch, and when orders are placed for some they 

are requisitioned from the — where manufactured, with in- 
structions that the goods shipped direct to the customer. 

The customer is invoiced by the office obtaining the order. For 

inter-office records these shipments are invoiced by the plant 

at which the —_ are manufactured to the office making the 
sale at the selling price to the customer and a commission of 

10% is allowed by the consigning plant to the other office on 

all such orders placed with it when shipped. 


With this information before you, set out in concise manner. 


(1) The merits of the methods followed by the Company in respect 
to the handling of the finances set out in (a) as compared with 
a system whereby the branch would have authority to use the 
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collections from customers, etc., for purposes of carrying on its 

operations. 

What accounts you would consider necessary, in the books of 

the head office and the branch, to record the transactions set 

out in (b) in order that the Manufacturing, Trading, and Profit 

& Loss statements for the Company as a whole may be pre- 

pared on a proper basis and state your reasons therefor. 

Prepare journal entries where necessary, to record the follow- 

ing transactions, including inter-office entries in the books of 

the Head Office. 

(1) Toronto ships direct to A. Jones, Montreal, Que., merchan- 
dise amounting to $1,000.00 manufactured for and sold by 
Montreal. 

(2) Montreal issues credit note to A. Jones for $10.00 covering 
claim for merchandise damaged in transit. Toronto agrees 
to assume responsibility for this adjustment. 

(83) Montreal ships direct to H. James, Hamilton, Ont., mer- 
chandise amounting to $100.00 manufactured for and sold 
by Toronto. 

(4) Montreal charges Toronto with $5.00 for error made in ex- 
tension of invoice covering shipment made to H. James. 

(5) Toronto receives from Montreal budget covering require- 
ments for the half-monthly period ending July 15th which 
amounts to $15,000.00. 

(6) Montreal deposits receipts of $12,500.00 received in pay- 
ment of accounts receivable. 

(7) Toronto instructs bank at Montreal to transfer to bank 
at Toronto $12,500.00 

(8) Toronto requests its bank to transfer to Montreal funds 
requisitioned under budget amounting to $15,000.00 

(9) Toronto sells to) branch F.0O.B. Toronto excess stock of cer- 
tain raw material for $1,500.00. Freight charges paid by 
Montreal on shipment total $100.00. 

(10) A. Jones paid to Toronto $2,000.00 including in his remit- 
tance the amount owing by him to Montreal. 

(11) Inter-office commission covering the foregoing sales trans- 
actions. 


SOLUTION 


Preliminary Note: 


The answer to this problem is divided into three parts and the 


student is asked to set out his solution in a concise manner. This 
implies that the examiner does not wish any lengthy discussion of 
methods under part (1) and reasons therefor under part (2) but asks 
only that the facts as reviewed be terse and to the point and that 
the journal entries asked for in part (8) be briefly but adequately 
set out. 


Part 


(1) 


The chief points of merit in favor of the system in use are: 


(a) 


The control exercised by Head Office over the cash receipts of 
the branch by requiring their deposit in a bank account not 
subject to branch withdrawal. 
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¢b) The control exercised over disbursements at the branch by re- 
quiring the submission of a detailed operating budget bi- 
monthly. 

(c) The control of disbursements at the branch through the com- 
parison of actual expenditures against budgetted requirements. 

(d) The record available of receipts as a comparison against budget 
requirements. 


Part (2) 

Under this section the student is asked to set out what accounts he 
would consider necessary at the head office and the branch for the 
purpose of recording the transactions referred to in part (b) of the 
question, in order that the Manufacturing, Trading and Profit and 
Loss statements for the Company as a whole may be prepared on a 
proper basis. 


Head Office Accounts 

Purchases from Montreal Account 
To record purchases from branch of manufactured products at 
selling price. 

Sales of Montreal Manufactured Products Account 
To record sales to Head Office customer of products manufactured 
by Montreal. 

Commissions Paid to Montreal Account* 
To record commissions allowed on sales of products manufactured 
In Toronto for Montreal customers. 

Commissions Earned from Montreal Account* 
To record commissions received on products manufactured in 
Montreal and sold to Toronto customers. 
*In place of these two accounts one account only could ve carried 
in Head Office books called “Commissions Paid to and Received 
from Montreal Account.” 


Montreal Books 

Purchases from Toronto Account 
To record purchases from Toronto of manufactured products at 
selling price. 

Sales of Toronto Manufactured Products Account 
To record sales to Montreal customers of products manufactured 
by Toronto. 

Commission paid to Toronto Account* 
To record commissions allowed on sale of products manufactured 
in Montreal for Toronto customers. 

Commissions Earned from Toronto Account* 
To record commissions received on products manufactured in 
Toronto and sold to Montreal customers. 


*As explained under Head Office, one account could replace these 
two accounts in the branch books. 

The purchases and sales accounts in the head office books should 
be in agreement and at the end of the fiscal year closed into one 
another, Montreal taking credit for such sales as the source of manu- 
facture. A similar procedure would apply at Montreal, Toronto 
taking credit for such sales as the source of manufacture. By setting 
up the aforementioned purchases and sales accounts and adopting the 
procedure indicated above, a duplication of them in the financial state- 
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ment is avoided as these inter-branch transactions are automatically 
excluded therefrom. If two commission accounts are carried, they 
would be closed into one another at the end of the fiscal year, the 
result refiecting the net cost of, or net earnings received on, the 
transactions involved; otherwise the one account would represent the 


net result for the year. 


Part (3) 
Journal Entries in books of Head Office 


(1) Montreal Branch Control Account ....... 
TD Ne NG ono ok vd ecb ecdeeccas 
Recording shipment to A. Jones, Montreal. 
A a aT Cr ree 
To Montreal Branch Control Account .. 
Credit note issued to A. Jones re damaged 
shipment assumed by Toronto. 
(3) Accounts Receivable, H. James ...... 
To Sales of Montreal Manufactured 
DE PHU, i. is < Fis ce eaiscicd coe 
Recording shipment made to H. James 
direct from Montreal. 
Purchases from Montreal Account ...... 
To Montreal Branch Control Account .. 
Invoice received from Montreal Branch 
covering shipment made to H. James. 
(4) Accounts Receivable, H. James .......... 
To Sales of Montreal Manufactured 
eo Ue 
To pick up error made in extension of in- 
voice to H. James as advised by Montreal. 
Purchases from Montreal Account ...... 
To Montreal Branch Control Account 
Invoice received from Montreal to cover 
error in invoicing H. James. 
(5) No entry required. 
(6) No entry required in Head Office books. 
CF) SO I hc 0 5s in 0100 :a 6 oie ss '0.9.9.0 
To Montreal Branch Control Account. 
Transfer from Montreal bank as instructed. 


(8) Montreal Branch Control Account ....... 
Ee NE 6s 0:6 66:5 30.606 9:00 
Transfer of funds to Montreal Operating 

Bank Account. 

(9) Montreal Branch Control Account ....... 
To Inventory, Raw Materials ........ 

Sales to Montreal of excess stock of raw 

materials. 

Note: No record would appear in Toronto’s 
books of freight of $100.00 as this 
was paid by Montreal. 

ee en are ene ere 
To Accounts Receivable, A. Jones .... 
To Montreal Branch Control Account .. 

Payment to Toronto of A. Jones account at 

both branches. 
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10.00 


100.00 


100.00 


5.00 


5.00 


$12,500.00 


15,000.00 


1,500.00 


2,000.00 


$ 1,000.00 


10.00 


100.00 


100.60 


5.00 


5.00 


$12,500.00 


15,000.00 


1,500.00 


1,010.00 
990.00 





(11) 


THE CANADIAN CHARTERED ACCOUNTANT 


Amount owing to Montreal as per journal 
entrios: Mo. 1 TWO 6 ..csccsciecsisccce 
NO. CRORE Note «6. iscsi cc cseie 


Commissions paid to Montreal ......... 
To Montreal Branch Control Account .. 

Commission of 10% allowed Montreal on 

merchandise sold to A. Jones. 

*Note—As Montreal was not responsible 
for damage to goods shipped to Jones, it 
is assumed that Toronto will not charge 
back commission on the $10.00 credit 
note issued. 

Montreal Branch Control Account ....... 
To Commissions Earned from Montreal 
PS os 6 hgh Sere owae ess Se aes 5% 
Commission of 10% earned on sale of mer- 
chandise shipped by Montreal to H. James, 
Hamilton, Ont. 
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